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Senators told 
harassment 
Claims made 
a decade ago 


- Four uaintances 
Hill, notes mane 


committee 
that they first learned of the 
incidents from her a decade 
ago. Page 16 


Croatian relief on way 
’ An EC-led convoy carryi 
humanitarian eid to Vebeear, 
eastern Croatia, succeeded in| 
negotiating safe passage to - 
the besieged city after Serb 
its sh an aay 
whl e. completely 
destroyed near! 5 
ms by villages 


Energy tax nearer 

EC environment ministe 

reached what Brussels officials 

described as “a turning point” 

in Community environment 
policy by a ind in principle 

the European Co eo s 

sera for an energy to com- 

t global vane F Page 16 


Baker in Cairo 


US secretary of state James 
Baker arrived in Cairo at the . 


peace 
of the Gulf War. 


Arms talks go well 
America’s top general Colin 
Powell and Soviet chief of staff 
General Vladimir. Labov said 
after talks on arms in Vienna 


with bullet holes. Koh} call 











BAe drums 
up support 
for $743m 
rights offer 


British Aerospace's chief 
executive plans a whirlwind 
totir of institutional sharehold- 
ers over the next two weeks 

to drum up support for the 
company’s £432m ($743m) 


ni 7 

On Friday, the company's 
share price closed at 37ip, well 
below the 380p price for the 
new shares. BAe's advisers 
believe the share price must 
rise above 400p in order to 
induce shareholders to take 
up their rights. The offer closes 
on October 28. Page 17 


EUROPEAN Monetary System: 
Sterling spent much of last 
week at the bottom of the 
Exchange Rate Mechanism 
grid as domestic political con- 
cerns came to the fore. But 


kept 
ably above tts floor against 
the D-Mark. The Spanish 
peseta remained the strongest 
currency within the ERM, bol- 
stered by high money market 
tates and the threat of inter- 
vention by the Bank of Spain. 
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EC ministers optimistic after Kohl backs plan to cut farm aid 


German move lifts Gatt talks 


By David Dodwell, World Trade Editor 


THE STALLED talks on the 
reform of world trade were 
revitalised at the weekend [o}- 
lowing a reversal of German 
policy on agricultural prices by 
Chancellor Helmut Kohl. 
European Community trade 
ministers meeting in The 
Hague learned that Mr Kohl 
had told his cabinet that it 
would be “a catastrophe” if the 
Uruguay round of the General 
Agreement on Tariffs and 
Trade, now nearing its conclu- 
sion, did not succeed. 
Ministers left the two-day 
meeting saying they were con- 
fident of “reaching substantial 
results” in the Gatt Uruguay 
round by the end of the year. 
Mr Frans Andriessen, vice- 
chairman of the EC Commis. 
sion, said he was confident 
that he had won the elbow 
room his staff needed to negoti- 
ate on the Community's behalf. 
Mr Kobl's decision to sup- 
port trade reformers pressing 
for reductions in the EC's 
costly agriculture subsidy sys- 
tem comes after a protracted 
debate inside the German cabi- 
net. This is one of Germany's 


G7 agrees 
to sustain 


help for 
Soviets 


By Stephen Fidler and 
Peter Norman in Bangkok 


THE GROUP of Seven leading 
industrial countries yesterday 
committed itself to a sustained 
role in the Soviet Union's 
efforts to integrate its economy 
into that of the capitalist 


most sensitive political sub- 
jects and the farming lobby 
has forced the government to 
tread warily on reform. 

The shift in Germany's posi- 
tion was reported to the trade 
ministers by Mr Jiirgen Moile- 
mann, the German economics 
minister. 

“There has to be a change on 
the EC's position in agricul- 
ture, including export subsi- 
dies,” he said, indicating that 
Germany had broken with its 
previous insistence that farm 
price supports remain high. 

The Uruguay round of Gatt 
collapsed last December when 
the EC refused to accept pro- 
posed cuts in its extensive agri- 
cultural subsidies programmes, 
which cost European taxpayers 
Libn ($12bn) fact yen year. 

The US and the 14-member 
Cairns Group of agriculture 
exporting hations demanded 
cuts in EC farm subsidies of 
between 75 per cent and 90 per 
cent. The EC was only willing 
to offer cuts of 30 per cent, 
using 1986 as the base year for 
calculation. 

The German shift has iso- 







i ter, 


lated French and Irish officials, 
whose governments sought 
ree support in limiting 

cuts in ih ie subsidy spending. 
They can be expected to lobby 
hard in defence of farm suhsi- 
dies at an EC agriculture min- 
isters meeting planned next 
week. 

Germany's move provides 
fresh evidence of a rift in the 
Bonn-Faris axis which would 
need to be intact if the French 
are to remain confident of suc- 
cessfully limiting subsidy cuts. 

While French officials can- 
celled plans for a press briefing 
at the end of the two-day trade 
ministers’ meeting, Mr Des 
O'Malley, Ireland’s trade minis- 
expressed “grave concern” 
at developments. The Germans 
were “very anxious that an 
agreement be reached very 
quickly, crespecrve of what 

costs may be 

torte added: “They are far 
more emphatic than they were 
in the past in abandoning agri- 
culture pretty well in its 

fficial brief- 


Ms Yvonne van Rooij, Dutch 





been 

internal differences on the 

ro negotiating position in 
he world trade talks, but she 

pai few details, 

"The ministers were of the 
opinion that we really have 
entered the final stage of nego- 
tiations and all delegations 
reaffirmed the objective of 
Teaching substantial results in 
the negotiations by the end of 
a Teenie particular, 

na ture in 
she said the EC Commission 
had “enough indications to be 
able to conduct farther negoti- 
—_ in a constructive man- 


A “sense of urgency” was 


kel, Gatt director general, 
warned trade negotiators that 
they had to finish their work 
by November 1 If agreement 
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the interests of its devia 
uld not allow the evalu- 


go unchallenged. 
othe committee of 
qulry report, Pratt and Whit 
Gerieral Electric were 
aaiet to calenit moet bids. No 
wit 


Miffier said yesterday that 
before deciding on further 
action, Rolls was ae clari- 
fication from the Indian gov- 
ernment about its decision. 

British government attempts 
to take up the issue have had 
little success. 

India {fs a substantial market 
for Shes ons The Lari 
group supp engines for 

the Harrier and Jaguar jet 
fighters, for the Westland-30 
helicopter, and been involved 
in the construction of large 


power plants. 
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Locating In North America : 
oo opportunities for the 


on racism, page 16 world. 
. After meeting in the Thai 
cara tosis Rao . path eas capita], where the Interna- 
ae oe tional Monetary Fund (IMF) 
Narasimha Rao was and World Bank hold their 
Fer mo ty an announce: currencies of the exchange rate | annual meetings this week, the 
ment eat the ean ar measured against | G7 backed: Soviet. plans to -. 
in bont asbaisei: the weakest currency in the restore its creditworthiness 
aa former prime minister, SMS 5 orroy 3-20 per cot Siac: through comprehensive eco- 
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es ut the Soviet delegation 
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rior minister Jose Lats Cor- fluctuation bands. from the finance ministers of 
cuera, deepening a rift betweel INVERGORDON Distillers, | the US, Japan, Germany, ‘ 
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pendent judiciary a £350m ($602m) hostile : . ¥ 
Turks bomb Kurds from & OK ‘The Soviet reticence allowed 7ai Ante 22 
Turkish aircraft bombed Kurd- drinks arm of ‘American the: G7 countries to avoid an 
ish villages in north Iraq for ‘Brands, denied that it was con- | embarrassing public admission 
idering cross-shareholdings of disagreement over what 
the third day running, throw- = 1), any group to keep Its course to take should the 
ing into doubt the recent rap independence. Page 20 Soviet Union need help to ments. The Europeans, and the 
prochement between Ankara cover its external financing Germans in particular, would 
and the Iraqi Kurdish leadet- © RODAMCO, Netherlands’ larg- urements. most from such a move. 
Teq 
ship. Page 4 est property investment group, United European opposition They "believe debt deferral, or 
Help sought for Hanoi and ABP, the big Dutch clvil and Soviet assurances that any form of rescheduling, 
servants’ pension fund, said they would be able to service would destroy the Soviet 
A group of western industria’ —_—that they are considering their estimated $60bn (£34.8bn) Union's creditworthiness. 
lised countries, headed by co-operation in foreign prop- of foreign debt forced the US In a speech prepared for 
France, is attempting to help erty investment. Page 21 not to press its plans yor a_ delivery to the IMF's policy- 
ns oe qualify for IMF aid. CROSS-BORDER mergers and | ‘deferral of Soviet debt pay- Continued on Page 16 
acquisitions in the third quar- 
vote ter of 1991 fall to the ak e e 
we wale ued’ | Rolis-R Air Indi 
Bulgarians went tnamentfor Were affected by the world OLS- oyce may sue a 
the second time since Todor stock market crash in October , . a 
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ace coup in November 1989. age aero-engine maker, is consider- its Boeing 777 aircraft from 
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Work pcrasisiate A long queue 
of hopefuls waiting to sup at 
the rich man’s table. 

(See separaté section) 
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North Kent : Light at the end of 
the tunnel. 7 


Energy Efficiency ; Environmental 
concern provides the spur. 
polices : 
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was not reached by then, draft 
texts would be prepared by 
chairmen of the negotiating 
groups and put to governments 
to take or leave. 

ate a to 

main tra 

did not now move to bridge the 
remaining gaps on critical 
issues such as farm , ser- 
vices, intelectual property 
rights, textiles and clothing, 
and tariff cuts, the most ambt- 
tious effort ever made to liber- 
alise world trade would have to 
be abandoned. 

Mr Andriessen said after the 
trade ministers’ that 
his staff needed continuous 
policy guidance, and “a certain 
margin of flexibility” if it was 
to negotiate on the communi- 


ty’s behalf. 

“Both of these have been 
given, which confirms me in 
my conviction that as far as 
the EC is concerned, we will be 
able to make the goal we have 
set ourselves of a positive and 

satisfactory conclusion by the 
end of the year,” he said. 


Koh] condemns racism, Page 16 
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Terry Kirk 


Nicholas Brady, Treasury secretary, @ieft) and Alan Greenspan explain the US position on the Soviet economy yesterday 
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Second 
Chernobyl 
accident 
shows safety 
still poor 


By Chrystia Freetand 
In Chernobyl 


JUST five years after the 
Chernobyl nuclear a 
second industrial accident at 
the atomic power plant at the 
weekend has revealed the 


which still prevail 
Se see aes ary Micon 


Over the weekend a fire 
raged for six hours at the sec- 
ond reactor, blowing the roof 
off the turbine room and fore- 
ing the reactor to be shut 


generator through a gaping 
2,000 sq m hole in the roof. 
Nervous officials at the 





le are t to tremble 
Fue thes lenis tha wer Clee: 


tor which claimed 30 lives 
immediately and contaminated 
vast areas of the Soviet Union 
and northern Europe. 
Mr Viktor Hladush, the 
inian minister of industry 
and admitted at a 
press conference yesterday 
that the latest fire revealed 
that safety standards were 
still low at Cher- 


nobyl and the Ukraine's 14 
other nuclear reactors. He also 
acknowledged that the REMK 
Soviet-type reactors are far 
more dangerous than their 


western counterparts. 
Nonetheless, Mr Hladush 
said that the Ukrainian gov- 


Continued on Page 16 





We've no idea 
where we'll 
invest our next 
few million. 
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venture anything from £250,000 to tens of millions. To find out 


more, call Sally Wright at CINVen on 071-245 6911. You may be able 


to give us an idea of what to do with some of our money. twaraneo 
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Yeltsin plans 
to reshuffle 
Russian cabinet 


-By Leyia Boulton in Moscow 


Sees an i 
repo! pi 

ning a government of “national 
confidence” to win back popu- 
lar trust after a damaging 


The creation of an effective 
central banking system to con- 
duct monetary policy is esseu- 
tial to help stabilise the rouble. 
Bat the question of central 


wer struggle among his cole banking has been the most bit- 
el in the Russian Jeader- terly contested issue in negoti- 
ship. ations so far. 

Postfactum news agency, Russia is seeking a weighted 


voting system for decision- 
making in a central i 


which issued the report, gave 
L banking 
union but smaller republics are 


no other details except to say 


he was going to sack the pres- 


ent cabinet. 

The government of the larg- 
est Soviet republic, which is 
divided over whether Russia 
should go it alone or support & 
new economic union, has heen 
due for an overhaul since the 
resignation of its prime minis- 
ter, Mr Ivan Silayev, who now 
heads an interim union govern- 
ment. 


But it is unclear whether Mr 
Yeltsin will bring in new bleod 
or retain the present combina- 


ous “democratic” camp. 

Mr Yeltsin has also agreed 
sign the treaty of economic 
tmnion rejected in his absence 
by a handful of government 
ministers. Dnderlining his sup- 
port for the treaty, Mr Yeltsin 
also turned down a resignation 
offer from Mr Yevgeny Sabu- 
rov, the economics minister 
who initialied the accord in 
Alma-Ata on October 2. 

But the fact that he has 
called for the treaty to be 
changed to allow a more flexi- 
ble central banking system 
suggests it may require some 
more extensive negotiating. 





oe equal representa- 


on. 
Mr Yeltsin also now faces 
dissent in the Russian parlia- 
ment, which on Friday set 
impossible conditions for sign- 


interests could subsequently be 
betrayed, pariiament 
demanded that 17 detailed 
agreements setting out the 
terms for operating a new eco- 
nomic union should be con- 
cluded before the treaty itself 
is signed. 

Some of the parliament's 
conditions would make a union 
unworkable, such as the 
demand that every republic 
should have veto rights. 

Mr Nursultan Nazarbayev, 
president of said 
he believed Mr Yeltsin would 
be able to stick to the agree- 
ment to sign this week. 

“Although it is not easy for 
him as leader of the Russian 
Federation, where there so 
many different opinions, he 
still came out in support of the 
treaty,” Mr Nazarbayev told 
reporters on Friday night. 
nae am inclined to trust 


‘Non-war’ 


By Laura Silber in Selgrade 


Mr Batric Ji a delegate from 
Serbia's ruling party. They 
demanded to know the goals of the war. 


“But why was my friend drafted and 


makes life 


asked a peasant whose hands were 
edged in soil after years of 
The crowd swelled as shouts of 
“Down with the Communists” drowned 
out the usual bargaining over prices. 
aubergines, the Zeleni Venac attests to 
record harvest in Serbia. But 


stopped oil deliveries to Serbia, 


has 
w cur- 


hich must use its scarce hard 
rency to import fuel 

Black marketeers flashed wads of 
bills, offering “marks, dollars” to those 
asking the price of hard currency. “This 
is like the Soviet Union, this has never 
happened before. Serbia is plunging 
into poverty,” said 2 Belgrade student. 

At nearby Knez Mihailova street in 
the heart of Belgrade people rushed to 


a struggle for Serbs 


spend before a price rise. “They're 
printing money. Scorn this will be 
worthiess,” s2id a2 man holding 2 1,000 
dinar note. “It's so new ? can crt my 
finger with ir. This is kow they’re finan- 


peace. But a few 
ced 


minutes later it 
phone numbers for 


announ fo 
“volunteers to join a newly formed divi- 
sion in central Croatia”. 

Serbia’s authoritarian regime has so 


cing the war.” far succeeded in blaming all its woes on 


“Winter will be harsh. There is no 
market, there is no production,” said a 
Belgrede doctor, whose monthiy wage 
equals $500. “This Saturday alone the 
corpses of 16 soldiers killed at the front 
arrived in the central military hospiral. 
They cannot be identified because fed- 
eral army soldiers do not have dog 


The media warn of harsh punishment 
for those who escape mobilisation. 
Thousands of Serbs heve fied the coun- 
ary, while even greater numbers have 
gone into hiding A news broadcast on 
Saturdar repeated thar Serbia wants 


meet 


War Ht 


Hi 
the claims of Serbian unity. 

At the green market, a peasant 
women tells the crowd to disperse so 
she can sell her peppers to make ends 


Another man warns: “When the war 
invalids and soldiers return they will 
expect rewards from a republic whose 
coffers ae oe Then there will be 








President Zhetyu Zhelev 


sei 


applause at a Sofia polling station 


selene 
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Skies Show A 70% Chance Of Citati 
€ SKIeS SHOW 0 C 1tavion. 

No words could describe the popularity of With nearly 200 purchased since its 1987 information, contact Ernest J. Edwards; Cessna 
the Citation V and Citation II as effectively as introduction, the Citation V is the fastest-selling Aircraft Company; Coworth Park House; 
these simple numbers: business jet of all time. It may also be the best Coworth Park; Ascot, Berkshire SL5 7SE Tel: 

Out of every ten business jets delivered in’ business jet value of alltime. No other sircraftin  44-344-873222. Fax: 44:344-27275. UK. 
their category last year, more than seven. were its price range measures up to the Citation V as residents only: 0344-87322. Fax: 0344-27275. 
Citations. A dominating 73 percent of the an all-around performer. That's why flight SE URS DS 3 a 
worldwide market. departments of major corperations — as as + cia « me 

That means total sales of these Citations single aircraft operators — have made the Citation 
more than doubied the sales of all other mamu- an essential part of doing business. 
facturers combined. now, there is more reason than ever 

We cite those figures merely to point out to buy a Citation. Because those record sales 
what much of the business world already seems have led usto increase production rates, which 
to know: that no other business jets deliver has shortened delivery schedules. So you can 
greater performance at lower cost than Citations. be operating a Citation V or Citation IT much 
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Poland plans 


gradual zloty 


devaluation 


By Christopher Bobinski 
in Warsaw 


POLAND Eas decided on a 


Bradua! devaluation of the | 


zotr. Mr Andrzej Topinski, the 
acting head of the central 
bank, znnounced yesterday. 
The decision to devalue the 
currency reflects inflationary 
pressure ~ prices have risen 40 
per cent since the beginning of 
tne year -and a need te 
defend roan exchange 
reserves by boosting exports. 
Mr Topinsid said: “We would 
have had to devalue at some 


i BOint and it’s better to do it 


gradually than with a large 


| jump in the future.” 


The exchange rate has been 
a key element holding Poland’s 
international Monetary Fund- 
approved stabilisation pro- 
gramme in place and the zloty 
has only been devalued once in 
the 22 months since the pro- 


gramme began. This was last 
May, when its value fell by 144 
per cent against the US dollar. 
ae then, it has been mea- 


yesterday 
the creeping peg devaluation 
system would amount to 
around 1.8 per cent a month. 
Prices i 


Split leaves 
Bulgarian 
poll in doubt 


By Judy Dempsey, East 
European Correspondent 


BULGARIANS yesterday went 
to the polls to elect a new par- 
liament for the second time 
since Mr Todor "Ss com- 
munist regime was toppled 
power in a bloodless pal- 


More than a quarter of the 
labour force, or about 15m of 
the 6.3m citizens who are eligi- 
ble to vote, are employed in 


However, the Union of Dem- 
ocratic Forces (UDF), under 
which more than a dozen polit- 
ical parties are organised, is 


§ 
& 


Zhelev, the shy, politically 
independent president, who 
threw his fall behind 


the UDF in its last election 
rally on Friday, yesterday 
said: “I wish for things to 
improve, for a victory for 
democracy and for 


lowing the collapse of the 
Socialist-dominated govern- 
ment late last year clearly 
demonstrated that it was com- 









Moderate 
re-elected | 
in Soviet 
republic 


By Gilllan Tett in Moscow 


MR Askar Akayev’ was 
re-elected peesiecat of the 
Soviet cen Asian republi 
of Kirghizia at the weekend in 
the first direct presidential 


icist 
per cent of the vote, as the 
only candidate in the elections. 
A moderate, he has ruled 


Kirghizia for over a year, after 
the democratic opposition 
ited with ; 


The Kirghiz Democratic 
Movement, the main oppasi- 
sey cat oc 
yeste 


Topeh: Turgunaties, leader 
of the Kirghiz. Democratic 
Movement. 


Mongolia — 
secures. 
$250m aid 


By William Culiforce 
in Geneva . 

MONGOLIA will reveive $250m 
m ald f ae eat 


which goods are 
rather than paid for with hard 
currency. M 's trade 


‘with the Soviet Union has 


dropped by 60 per cent In nime | 





Arms makers face prospects | 
of single European market: _ 


By David White, Defence Correspondent 


A STRONG 
case for creat- 
ing a single 
European mar- 
ket in arms 
- which have 
u to now 
fallen outside 
the reach of EC 
rules — is put 
in a paper 
drawn up to 
coincide with preparations for 
ad year-end Maastricht sum- 


The paper from the Bow 
Group, an independent Conser- 
think-tank, argues that 
this can be done within the 
present terms of the Treaty of 
Rome. 

Article 223 of the treaty stip- 
ulates that any member “may 
take such measures a6 it con- 


This has been taken to per- 
mit EC countries to pursue 
ee are procurement as 

ey see fit, i ive of 
EC rules. at the cova 
applies to an agreed list of 
products. This, the paper sug- 
gests, could be narrowed down 
to top-secret items such as 
nuclear weapons, nuclear pro- 
pulsion systems and crypto- 
graphic equipment, making 
everything else subject to EC 
competition rules. 

Its call for a fundamentat 
reappraisal of defence indus- 
tries will form part of a sub 
mission from the European 
Democratic Group of the Euro- 
pean parliament for the Maas- 
tricht meeting, the culmination 


of the inter-governmental con- 
ferences on political and eco- 


mem n 
publish bidding opportunities 
to 


many sectors “a loss of 

. a compet- 
itiveness and long-term eco. 
nomic viability”, 


Procurement authorities, 


betitiveness of the main Earo- 


pean manufacturers and © 's-.: 
enabled US 


companies to } 
up large swathes of the market 
Im smaller countries such 


is increasingly untenable 


because of the large number of . 


“dual-use” m 
Jariy in eleckconin Pr 


measures to abolish 
restrictions and batriers to 
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New prime minister seeks to 


reopen talks with OAS | 

Haitian hopes 
rise for return 
of Aristide 


By Canute James in Kingston 


HAIT?’S wmilitary-backed 

coup a (orton ha 
ago, 

decided that overthro a 


wn Presi- — 


dent Jean-Bertrand Aristide 
may after all be able to return. 
{t had previously opposed 


this, but Mr Jean-Jacques Han- 


pro 

government, saying elections 

would be held in three 
months. 

It was not immediately clear 

whether Mr Honorrat had the 

army’s permission to invite 


new negotiations 
tide’s return, or what condi- 


Jean-Jacques 
the middl 





seeking 


Honourat: 
8 ground 


imposed on the Caribbean 
state since the 


The 34 0 


coup. 
AS members, and 


several other countries, have 


the army- 


refused to recognise 

backed provisional povern- 

ment. 
“The return of Mr Aristide 





France to 
Spend more 
on job 
creation 


By lan Davidson in Paris 


THE French government is to 
spend an extra FFr7.5bn 
(£750m) on job creation in the 
next two years, to try to halt 
the increase in unemployment, 
now more than 2.7m and ris- 


ing. 

But it is resisting demands 
from the trade unions and 
from within the party 


Edith 
ister, last week publicly 
the anti-inflation pol- 


icy of Mr Pierre Bérégovoy, the 
Teens uitiater: 


ionale de Prévoyance (| Ls 
Most of the FFr7.5bn be 

aimed at promoting the 

employment of unqualified 


and their employers from 
social security contributions. 


Thomas hearings reach a low in melodrama 


Sexual harassment is now the talk of the town, writes Lionel Barber in 


GQ ONE can say 

whether Judge Ctar- 

ence Thomas, Presi- 
dent George Bush’s nominee to 
the US Supreme Court, or his 
accuser, Ms Anita Hill, a law 
professor from Oklahoma, is 
telling the truth. 

The Senate judiciary com- 
mittee continued its extraordi- 
nary weekend sitting yester- 
day. This is less a forensic 
inquiry, and more an Ameri- 
can melodrama. 

On Friday night, Judge 
Thomas, 43, complained he was 
the victim of a “high-tech 
lynching for uppity blacks”; on 
Saturday e accused 


the 14 white, male senators on 
the committee of playing into 
bigoted racist stereotypes of 
blacks, believing all those old 
stories about blacks boasting 
of their sexual ; 

repaired some of the damage 
caused by Professor Hill, 35, 
who, during more than six 
hours of cross-examination 


Education and the Equal 
Opportunities Commission in 
the early 1980s. 

Led by Utah Senator Orrin 
Hatch, the Republicans have 
torn into Ms Hill in her 
absence. She is cast as a frus- 


, a vehicle for 


office, have spilled into judicial 





Clarence Thomas listens to his wife Virginia during a break in hearings on Saturday 


trated femme fatale, a fantasist, 
someone who wants to write 2 
million-dollar best-seller, or, 
most i 
liberal pressure groups out to 
stop the Thomas nomination. 
The confirmation process, 
everybody agrees, is flawed. 
Assaults on character, always 
present in races for elective 


confirmation battles. 

Mr Bush bears some of the 
blame by choosing Judge 
Thomas, who has 
rending 


Washington 


patie att ae 
8 man on 

The Democrats, aware that 
there has beer no Democratic 





a bitter partisan tone into 
Supreme Court nominations. 
The rancour in the Senate, 
evoking the “red-baiting” of 
rise 5s communists during 
but the in the 
1950s, has come as a surprise. 
it will only reinforce 
Americans’ low opinion of Con- 
gress, but it is also a direct 
result of frustration. 
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Kurds in 
UN plea to 
halt raids 


By John Murray Brown 
in Ankara 


Iraqi Kurds. _ 

In a statement from his 
headquarters in north fraq, Mr 
Masoud Barzani, leader of 
traq’s Kurdish Democratic 
party, described it a8 a “savage 


massacre”, 
The official Anatolia news 


Kurdish officials in Ankara 
called on Turkey to cease the 
air operation, which has 
resulted im at least three 


week the govern- 
ment wants to emphasise 
claims the PKK is an external 
threat despite evidence it is 
taking root inside Turkey. 











Now there’s a clever new electronic way to 
file documents — Canon’s new Canofile 250 


the pressure on Israel 


By Hugh Carnegy in Jerusalem, Tony Walker in Cairo and Lamis Andoni in Amman 


MR BORIS Pankin, the Soviet 
foreign minister. will visit 
Israel on Thursday, coincidi 
with a visit by Mr James 
Baker, the US Secretary of 
State, in an uoprecedented 
move that will step up the 
pressure on Mr Yitzhak Sha- 
mir's government to give its 
final affirmation to a Middle 
East peace conference. 

Officials said the joint visit 
was likely to be the decisive 
moment in the seven-month- 
long. US-led initiative te con- 
vene peace talks at the end of 
this month co-hosted by Wash- 
ington and Moscow. 

Mr Pankin, on his first visit 
to the region since he took 
over as foreign minister after 
the failed coup in Moscow in 
August, will be ready to com- 
plete the process of re-estab- 
lishing full diplomatic rela- 
tions With Israel, which Israel 
has insisted upon as a condi- 
tion far its acceptance of a 
Soviet role in the peace negoti- 
ations. 

The Soviet Union, however, 
has made it clear that it will 
not put the final seal on 
renewed relations until Israel 
has given its final assent to 

@ peace conference. 

Moscow, which broke off ties 
during the 1967 Six Day War, 
has in recent years allowed the 


resumption of consular rela- 
tions, but delayed the 


ambassadors. 
Mr Shamir will not take 
kindly to any attempt to 


bounce him into aeceptance of 


@ conference by dramatic and 
clearly co-ordinated US-Soviet 
diplomatic theatre. 
He is still insisting on 
the Palestinian dele- 
gates to talks before giving his 
Ce ih meteor ann 
is door of both Mr Baker and 
Mr Pankin will test his boast 
that he is immune to pressure. 
King Hussein of Jordan, 
committed 


considered on these 
reigning since year- 
old monarch said that Jordan's 
ival on its pres- 
“We will participate to pro- 
tect ourselves, rescue our 
country and le...and help 
the struggling P. i peo- 
ple,” said the King, who has 
been under pressure from 2 
coalition of Islamic and leftist 
groups to boycott the meeting. 
ing on the eve of Mr 
Baker’s return to the region, 


The bad old days 
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ee ee Dien ane more 
a .e 


the King said he had been 

assured by Washington that 

ons on a transitional 
Palestini 


period of self-rule 

Se one territo- 
would begin a 

of the conference iii 


a speech broadcast to the 
nation. 

In Tunis, Mr Yassir Arafat, 
isatl leader, cada b 
isation » yes it- 

accused the US of hostil 


ised in efforts to convene the 
peace conference. 

Mr Baker, who began his lat- 
est Middle East mission in 
faces the diffi- 
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FINANCIAL TIM 


investments 


By Hugo Dixon 


IA is to invite foreign 
venpanin to invest in its tele- 
communications industry. This 
is a sharp reversal from the 
previous policy of develope seine apie 
indigenonsteleconmunice” “Given that India’s forigi 
the switching technology of exchange a at ee ae 
only one foreign company, to a low th an 
Alcatel of France. cult part o © Programme ne 

Mr Rajnesh Pilot, minister of would be to find ! cnr. 
communications, said he had rency, Mr Pilot said. Other. 
discussed forming joint ven- wise, mach of the investment _ 
tares with foreign could be Shanced 
such as AT&T of the US, Ger- internal resources ee 
many’s Siemens, andl Tega, ae ah Gee aonb 
Ericsson and NEC itsu, profitable. 
both of Japan, in talks at 4 Mr said that the main 

Mr Pilot said: “India is open. 
India is a market which it Is 
worthwhile entering.” These 
comments contrast with his 
emuaications. minister 
communications 
when he te exclude 
the ity of further com- 
petition in the market for 


equipment. 
India is potentially a vast 
market for telecommunications 


apne Fag te 
MEETS Air, 


<4 
. Ae 


wipmen abi be 
the financia] arrangements 
proposed and how fast they: 
nology. He also said that for. 
eign companies wouki. be. 
invited to take shares in - 
mobile communications and” 
data communications net-" 


The minister revealed that 
India was planning to launch = ' 
series of ie communica 





for broadcasting, weather ; 
casts and telecommunications, - 
from next year. Three or four — 
satellites would be launched. ~ 
without 2 year between each.,.:: 


22. “feed 






lines. 
To Gnance part of the plan, 
India has approached the 


widow stays out of politics 


By David Housego in New Delhi 


a ee ae eer en rE 


this 
could have done to the govern- 
ment’s economic programme 
appear to have influenced her 


Until she announced her 
decision through personal 
aides, there had been increas- 











Indonesia acts to curb. 
foreign borrowing = 


By Claire Belderson in Jakarta Oe 


French to lay fibre optic link 
from Marseilles to Singapore 

A consortium of telecommunications equipment companies 
Alcatel of France is to build a $660m undersea ee ae 
and 


The group includes STC of Britain : 
Will open a high capacity telecomm Se ATOT of 









Spanish take step towards 
telecom liberalisation 

Spain is to lift restrictions on the use of transmission 
and mobile networks i ae tra teleco 
nity writes Pease ne, the rest of the Ruropeat see 


decision leaves the state-contro : - 
Telefoncia, holding a monopole ‘elephone porating 


Canofile 250 = || ctimic clash in Pakistan 
Desktop Electronic Fiing System fier te aut FrapceeUshistan province over te ees : 


The move came after at least 19 ng atm 
between members of the Pathan and Dent ed in violence | © 
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Thailand 
struggles 
to cope 


with Aids 


By Stephen Fidler in Sangkok 
iMF 


After years of 
denying that 
Thailand had 
an Aids prob- 
lem, the gov- 
ernment has 
launched an 
aggressive 
campaign 





WORLD rc 
against the 
BANK spread of the 





The statistics are alarming. 
In the north of Thailand. 7 per 
cent of 29-21 vear old con- 
scripts into the army tested 
HIV-positive. Twenty-four per 

cent of brothei prostitates in 
Bangxok are also said to carry 
the vires. 

The government sees devas- 
tating consequences for the 
Thai economy if nothing Is 
done. Br the year 2000, one 2 
three people dying in 
would die from Aids, 160, 000 
peopie a year. Some 2m-im 
Thais would be infected. 

Not only would this impose 
heavy direct heaith care costs 
on the economy, there would 
be a huge loss of prime wage 
earners - and big indirect 
costs: a loss of tourism earn- 
ings fnow SSbr a year), foreign 
direct investment ($2bn} and 
remittances from abroad 
{(Slbn) as other countries 
refuse to take Thai workers. 

The man charged with mak- 
img sure this does not happen, 
Mr Mechai Viravaidhya, was 
handing out condoms over the 
weekend at the Bangkok meet- 
ing of the International Mone- 
tary Fund and World Bank. 
(They were in key rings, not 
for use.) The meetings have 
brougnt an estimated 10,000 
government officials. bankers 
and journalists to the city. 

Mr Mechai, a minister in the 
office of Thailand's prime min- 
ister. is an adept publicist and 
extraordinarily frank. He is 
known as oir Condom. 

frankness is part of a 
pian aiming to make every 
Thai aware of the dangers, and 
to make sex “a pleasure of last 
resort’.among the normally 
promiscuous Thais. 

it will soon be difficult to 
switch on Thai TY or radio 
withont hearing a message on 
the subject. The private sector 
has been recruited: bank teRer 
machines and petro) stations 
will carry anti-Aids messages. 


France leads 
clamour over 
Vietnam aid 


A GROUP of western 
indus teelieee countries, 
headed b y France, is attempt- 
ing to help Vietnam qualify 
for financial aid from the IMF 
in the face of strong US oppo- 
sition, writes Peter Norman. 





US Treasury secretary maintains overall growth of output and trade is inadequate Yen rise urged 
Brady warns of weak global economy to curb Japan’s 


By Peter Norman, Economics Correspondent, in Bangkok 


MR Nicholas Brady, US Treasury 
secretary. said yesterday the global 
economy was characterised by “wide- 


sending “mixed s 
forecasts and those of the IMF staff had 
erred on the side of optimism. he. 
warned. 


ignals”. Recent US 


said the UK's cautious and prudent 


can to a path of solid, durable growth”. 
Fiscal and monetary policies should be approach to monetary fiscal policy 
directed to sustained medium was i re 


trade surplus 


By Peter Norman and Stephen Fidler 


sbread weaknesses, including inade- 

quate overall growth of output and Underlining that the global economic lower real interest rates. i 

trade” environment currently displayed “inad- © Mr Norman Lamont, the British after a recovery in output had begun. THE WORLD'S leading 192 boreal 
Addressing the policy-making interim equate growth, unemployment and chancellor, was significantly more bull- Growth in the GE would be moderate at industrial countries have The oo : 

committee of the In Mone- unused capacity”, Mr Brady said: “We ish than Mr Brady about the UK econ- first, but he shared the view expressed that the Japanese yen their suppo ae ree 

tary Fund. Mr Brady said the US are forgoing trade and investment ata omy. last week by the IMF that this would should rise in value to prevent icy co-ordination arid ie 

appeared to be recovering after contrac. time when the world arguably needs He maintained there was growing evi- accelerate in 1992. a renewed increase in Japan's “. But the cei pe made 

itai trade surpluses, Mr Pierre clear that they 


tion during three quarters. However, he 
s2id the other leading economies in 
recession. which include Britain, were 


Vi 


them most.” 
He said the shared priority of nations 
should be to return “as rapidly as we 


dence that Britain was emerging from 
the recession. In remarks 
the interim committee, the chancellor 


for 





Bloney matters: a baie Camdessus (left), IMF managing director, ccatucites Carlos Solchaga, Spanish finance minister, 
before a meeting of the Fund's interim committee in Bangkok yesterday 
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Soviet gold loses some of its glister 


By Stephen Fidler 


One of the great mysteries of the 
IMF-World Bank meeting is the state of 
the Soviet Union's gold reserves. Mr Grig- 
or; Yavlinksy, the chief Soviet representa- 
tive here. has told the G7 that the Ministry 
of Finance has 240 tonnes (current market 
value, roughly $2.5bn), There are also 
unconfirmed suggestions that the Soviet 
State Bank has another 370 tonnes, while 
already pledged as collateral for loans is a 
further 110 tonnes. 

Before this. most estimates have 
Suggested Soviet gold reserves of 2,000 
tonnes or more. So are the figures to be 
believed, have Soviet coffers been pillaged, 
or have they been cleverly selling over the 
last decade or so 100 tonnes a year that 
nobody has detected? Soviet gold reserves 
eae te one of the fs. Coming. an eae 
j y guarded secre! ming clean 
on the issue is regarded by industrialised 
countries as an acid test of a true Soviet 
commitment to open government. 


NOOO 


The crisis In the Soviet Union is resulting 
in a busy retirement for one of Europe's 
ac distinguished former central bank- 


onAtr Michel Camdessus, the IMF’s manag- 
ing director, has appointed Baron Jean 
Godeaux, the former head of the Belgian 


National Bank, to act as a high-level co-or- 


Ne 
eer rrr ro 
oC 


dinator of efforts to assist the Soviet 
Union in monetary and central bank 


reform. 

With the rank of general counsel of the 
IMF, Baron Godeaux will liaise with the 
Soviet monetary authorities and pull 
together the technical assistance being 
given to the Soviet Union by foreign cen- 
tral banks. 


The 69-year-old Baron Godeaux is just 
one of several Francophone officials who 


Mr Jean Foglizzo, a French economist, 
will be the IMF’s man in Moscow. Mr Jean 
Ripert, a former general manager of the 
French Institute of Statistics, takes on the 
Herculean task of overseeing efforts to 
bring Soviet statistics up to western stan- 


Tr rr acelin thal Pesels have shown tate 
ability fo ae peceaipent recess 
ee te Daviet Unio D cards a 

nion is n a 
French show. Mr John Odling-Smee, who 
left the UK Treasury for the IMF earlier 
this year, is playing a big part in the 
programme to reform the Soviet economy. 


DOoOO 


Delegates to a conference were pres- 
ented on arrival at Bangkok airport with a 
Thailand Health Guide, which made rather 


alarming reading for some of the more 
sensitive of the expected 10,000 visitors. 
The booklet concentrates on the country's 
health risks: malaria (net 2 problem in 
Bangkok, but in the north), typneid. den- 
gue fever, road accidents (the number one 

in Thailand), Aids, traveller's diar- 
rhoea, skin conditions and emotional 
depression. 

The news is not so good either for pet 
lovers. Three out of five of the dogs canght 
randomly in the streets of Bangkok “are 
a to be infected and/or incubating” 
rabies. 


OOOO 


The meetings have seen a media frenzy 
probably unprecedented for these nor- 
mally rather sedate affairs. The presence 
of large numbers of television crews is 
making the business of moving from one 
part of the conference centre to another 
difficult for ministers, Dartic- 
ularly those of the G7 industrial countries. 
The Secret Service team attached to Mr 
Nicholas Brady, the US treasury secretary, 
have been getting increasingly agitated by 
the swarm that accompanies him wher- 
ever he goes. Aides say he has twice nar- 
rowly missed being seriously injured in 
the scrum. Most attention, however, seems 
to be devoted to Mr Ryutaro Hashimoto, 
the outgoing Japanese finance minister. 


protecting 
environment 


By John Hunt, Environment 
Correspondent 


WORLD BANK lending mee 


international concern. eee 
: the vaguest indication that the Mr Norman Lamont, ‘the 
is tenks “oraen” caer it ininisters wanted a stronger chancellor of the exchequer, - 
report for the year ended June yen, which has been rising on said the failure to make prog. 
which is published today. It foreign exchange markets ress on the 
shows the bank is ‘: recently. It said the ministers Terms was “slightly disap. 
more involved in environmen. COmcluded that recent pointing”. The problem, he 
tal protection, and provision of exchange market develop- said, was an argument between 
funds is increasingly ments were broadly in line the US administration and 
programmes which in a with continued adjustment of Congress over how the debt 
the environment. external imbalances” and reaf- write-off would be treated as 
Over the past year nearly firmed a long standing G7 com- an item of expenditure in the 
half the by mitment “to co-operate closely US budget. 
the hank — a total of 113 — "exchange markets”. The G7 ministers discussed 
bad a fol or essess- [ think it would be desirable the much-feared shortage . 
ment of their environmental if the yen were to rise some- global savings in the light of 
impact before a decision was what,” ee eon high investment requirements, 
made to lend fands press meeting yest They agreed that countries 
The report sees 2 free mar- FU don't find that particular with high budget deficits 
ket as a precondition for a language in the comuniqué it should implement measures 
cleaner world. It says the envi- is because Mr [Ryutaro] already agreed to redace them, 
ronmental devastation in east- oto [the Japanese finance emphasised the need for all 
em Europe that Minister] didn't want to see it countries to curb unproductive 
there,” he said. expenditure and said it was 
important to remove 


Bérégovoy, the French finance 
minister, said yesterday. 
Speaking after a weekend 
meeting of finance ministers 
from the Group of Seven iead- 
ing industrial countries, Mr 
David Malford, the US Trea- 
sury under-secretary for inter- 
national affairs, said the Japa- 
nese surplus had shown signs 
of growing particularly 
with Europe. He said there was 
some concern among the min- 
isters that the surplus might 
increase as the US economy 
red 


abandoned 

any ambicion 30 set interest 
The communigue issued on 
Saturday papered over. several 
areas of tension among: the 
sev = a“ to ee the 
unresolved issue of. ensuring 
that each country carried a fair 


“on-going discussion”, 
Hashimoto said. 
Although the comm a 
acknowledged the oer 
greater assistance from indus- 


A communiqué said the G7 trialised countries for the poor- 
ministers noted that Japan's est, heavily indebted nations, 
balance of payments current US budgetary problems meant 
account surplus had declined were unable to agree 
im recent years and should be support of specific measures 
prevented from increasing such as British proposals to 

j cut the of these 


again. 
But the statement gave only 


Mr Bérégovoy indicated that 


sary for sound en : . 
there was consensus among io private savings. 

management. © Prices do not she G7 on the issue. During their meeting, minis- 

incentive to use resources effi- According to the Interna- ters reviewed recent scandals 

ciently and thus avoid waste.” tional Monetary Fund’s World in financial incl 

The bank emphasises it will Economic Outlook, Japan's events in Japan that led to Mr 

be particularly tough in vet- current account surplus fell Hashimoto's decision to resign 

ting proposals dam. ast year to $35.8bn from after the IMF and World Bank 
$572bn (£33.2bn) in 1989 and a 


where it has been under 
strong pressure from environ- 
mt ss at ercial i 
says comm ogging 
rainf 


Tainforest will face rigorous 


recent high of $87bn in gd 
But it projects an increase to 
$62.7bn this year and $59.4bn in 


Ministers said measures 
were needed to prevent their 
recurrence. 


G24 countries caution on 
arms spending conditions 


DEVELOPING countries of the 
Group of 24 cautioned at the 


tries are represented each 
from Asia, Latin America and 


z weekend against new condi- Africa, are afraid that new 
ing is approved. sal ae bein ed Sulowies a 
spe: g being imposed on them the end of the 
bank also stresses the their borrowings from the cold war. 


need to curb steep population 

growth. “High fertility rates 

present a major obstacle to 

sound environmental manage- 

ment,” it says. 

“There is widespread agree- 

ment that population growth 

must be curbed if economic 
sustain. 


INTERNATIONAL ECONOMIC INDICATORS: NATIONAL ACCOUNTS 


Figures for GNPIGOP are in bithons of European currency units (Ecu). The first breakdown Is in current prices and the second shows growth rates In the constant price series. 























IMF and World Bank, write 
Stephen Fidler and Peter Nor- 
man. 

They rejected a ion 
by Colombia, which currently 
heads the group, for a “ration- 
alisation” of military spending 
in rich and poor countries. 
Prominent members of the 
group, in which eight coun- 


Their post-meeting state- 
ment said the IMF and World 
Bank should not 
involved “in issues beyond 
thelr strict economic and 

manda: 


financial 
The G24 also called on the 
rich countries to reverse their 
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income inequality and economic growth 


Percentage GOP growth per head, 1965 - 99 


The economic case for greater income equality | 


Estimated % impact on GDP growth 
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SWEDEN'S poor economic performance 
In recent years and the consequent 
demise of its Social Democratic party 
have dealt a double blow to the sccial 
democratic notion that economic growth 
and efficlency are compatible with a high 
degree of redistributive taxation and 
Income equality. 

The Swedish experience does suggest 
a conflict between government redistri- 
butive policies and the incentives for pri- 
vate individuals to work, save and pro- 
vide funds for investment and growth. 

Sweden certainly has an exceptionally 
equal society. The richest 20 per cent of 
the population retains 24 per cent of 
post-tax income, compared to 32 per cent 
in the US, 31 per cent in the UK and 36 
per cent in Germany. 

It also has an unusually slow-growing 
economy, advancing more slowly than 
the average economic growth rate of the 
European members of the OECD in 13 of 
the last 20 years. 


Tha multiple of the Income cf the richast 20% Not surprisingly, the traditional Swed- 
to the Income of the poorest 20% | Seite ish mixture of collectivism, high taxation 

LJ] Non-Democracies (43 countries) and a highly developed welfare state is 
Sourca Word Developmont Aeport Worfd Bank 1891 Source: Alssing & Rodrk 1991 Diamed for this poor record. Sweden's 


new nor-socialist government plans to 
remedy it through deregulation, privati- 
sation and tax cuts. 

Yet one country's experience can nei- 
ther prove nor disprove a ruie. “In fact,” 
the World Bank concludes in this year's 
World Oevelopment Report, “there is no 
evidence that saving Is positively related 
to income equality or that Income 
inequality leads to higher growth.” 

lf anything. there appears to be a 
slightly negative relationship between 
inequality and growth. The left-hand 
chart plots, for a number of developing 
and newly developed countries, the refa- 
tionship between the rate of growth of 
GDP per head and a standard measure 
of the degree of Income inequality. The 
fastest growing economies — Singapore, 
Korea and Hong Kong — ail have com- 
paratively equal Income distribution. 

Yet the refationship is weak and there 
are many exceptions. This should not be 
a surprise, say Mr Alberto Alesina and 
Mr Dani Rodrik, economists at the US 
National Bureau of Economic Research, 
because the comparison fails to take into 
account the effects of different potitical 


systems and incentives. 

The Important distinction is between 
democracies and non-democracies. 

Mr Alesina and Mr Rodrik have esti- 
mated the refationship between the aver- 
age growth rate of GDP per head 
between 1965 and 1985 and the initial 
concentration of income across 66 coun- 
tries. Among the sample they find little 
relationship between economic growth 
and the level of Income inequallty. 

For the 44 non-democracies the rela- 
tionship is weak and unstable. But 
among the 24 democracies, those coun- 
tries with higher growth rates tend also 
to have a mere equal income distribu- 
tion, one in which a higher share of total 
income is held by the poorest and mid- 
die-income groups. 

On average, they find, a reduction of 
10 per cent in the income share of tha 
richest 20 per cent would raise the 
annual growth rate by about 0.3 per cent. 

Why does more equality produce more 
growth in democratic economies? Per- 
haps countries with such systems ara 
more likely to be developed, richer and 
thus In a position to pursue redistributive 
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goals or to compensate losers. 

Mr Alesina and Mr Rodrik argue that it 
is the nature of the democratic process 
itself that makes the difference. The 


capital Owners, there 
incentives for savings af dampening 
to be that mene reason, the rule seems 
faster. more equal democracies grow 


alt iS a rule to which 
Swede 
x re Yet this may not nis a clear 
prising. Sweden's tax revenue as & 
share of gross domestic Product ‘— .at 
57.7 per cent in nt 
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ity . : CapitalBuilder. High interest and emergency access. 


ete < ae ss rr. No matter how well off you are, you can we will pay you 11.10% gross pa (8.33% net pa). | you can make withdrawals whenever you wish. 


eee ee : i always be better off. To prove just how fair we are, unlike some So visit your nearest Nationwide branch or 
ee TEU Ei Because regardless of whether you havea similar accounts you'll find at other building talk to an independent financial adviser about 


pa ee sot little or a lot to invest, our 90 day CapitalBuilder _ societies, CapitalBuilder also allows you to make opening a CapitalBuilder account. 
a a a account will pay you a high rate of interest. one. immediate penalty free withdrawal of up to It is, after all, a high interest account in a 


ar “3 ae In fact, for only £1,000 we will currently 45,000 a year. class of its own. 





Pay we as! pay you 9.30% gross pa (6.98% net pa for basic (For further withdrawals, we only require : ; 

owen a a a rate tax payers). For £10,000, a princely 10.10% you to give us 90 days notice or lose 90 days Nationwide 

Bota oe settee gross pa (7.58% net pa). While if you are lucky worth of interest on the amount withdrawn.) ! ene 

esGte Lae gee enough to have £50,000 or more to salt away, Or, if your balance remains above £10,000, The Nation’s Building Society 
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Reuters makes topical move in* 


French telecoms 
challenge to BT’s 
global network 


By Hugo Dixon 


BT is facing a growing 
challenge from other telecom- 
munications groups to its 
plans to become the leading 
European based international 
telecommunications operator. 

The opposition has pre- 
vented BT from cementing a 
global alliance with Nippon 
Telegraph and Telephone and 
Deutsche Telekom to provide 
worldwide services to multina- 
tional companies. 

The joint-venture, dubbed 
Syncordia, is central to BT's 
ambitions to offset growing 
competition in the UK by 
claiming a larger share of 
international markets. 

Mr Marcel Roulet, chairman 
of France Telecom, the French 
state owned carrier, said that 
Europe's telecommunications 
companies should organise 
themselves so that BT's predic- 
tion that it would become the 
only truly global carrier in 
Europe would not come true. 

France Telecom is the third 
large carrier which has been 
trying to break up the Syncor- 
dia alliance. 

The two other main oppo- 
nents of the plan, which have 
been attempting to woo away 
NTT and Deutsche Telekom, 
are American Telephone & 








Telegraph and MCI of the US. 

Their combined efforts have 
succeeded in preventing Mr 
Iain Vallance. BT's chairman, 
from cementing the Syncordia 
partnership during talks last 
week in Geneva where execu- 
tives irom the industry were 
gathered for a large trade fair. 

The doubts about the pros- 
pects for the Syncordia venture 
may cast 2 shadow over BT's 
international plams as it pre- 
pares for the sale of the 
remaining 45 per cent govern- 
ment awned stake in the com- 
pany. 

in a separate development 
Oftel. the UK telecommunica- 
tions regulator has refused a 
request from the government's 
financial advisers to provide 
them with its projections for 
BT's financial performance. 
Oftel's refusal is 2 significant 
assertion of its independence 
from government. 

Sir Bryan Carsberg, Oftel's 
director general, said his hands 
vould not be tied by the sensi- 
tivity of plans for the sale of 
the stake in December. 

And Sir Bryan confirmed 
that the company would be 
subject to a new regime of 
price controls from mid-1993. 
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This is a case history. 





POINTING the finger: Waldegrave turned on Labowr’s health claims 


Pre-election campaign to widen 
as MPs return to Westminster 


By Alison Smith 


THE WAR of words over the 
future of the UK's national 


health service yes- 
terday, as the opposition 
Labour party renewed its accu- 
sations that the government 
would privatise the NHS, and 
the Tories claimed that the 
opposition's “lie” would 
rebound on Labour itself. 

The issue has been the most 
bitterly-fought political battle 
in recent weeks, but as MPs 
return to parliament today, the 
relentless campaigning is set to 
focus on other areas such as 
economic performance. This 
parliament wil) be the last 
before a election which 
Mr John Major, the prime min- 
ister, must call before July 
next year. 

Labour has chosen the econ- 
omy as the subject for a full 


The Caledonian Glazing Company actually sent out 
the piece of direct mail you see above. 

It did a smashing job. 

It increased their turnover. It increased their public 
profile. It increased their customer loyalty. In fact, it was 
so successful, it’s even touring museums in Russia. 

Like a lot of good direct mail, the piece above wasn’t 
expensive. But it was original and relevant. 


Proving, good direct mail opens doors closed to other 


advertising media. 
With a free copy of the new Guide to Successful 
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day's debate on Wednesday, 
and the party will launch 
today a document attacking 
the Tories’ record. In particu- 
Jar it will address the role 
Labour say Mr Major played in 
economic and health service 
decisions. 

The Tories believe they will 
benefit from increasing signs 
of recovery. “I think the 
momentum of things getting 
better will increase next year,” 
Mr Norman Lamont, the chan- 
cellor of the exchequer, said. 
“And I think that we will have 
accelerating growth next year, 
from 2 very modest increase.” 

In a speech to a party rally 
in Birmi Mr Net Kin- 
nock, the Labour leader, 

claims that the gov- 
ernment’s changes to the 
health service were already 





“turning hospitals into trading 
units apd doctors into treat- 
ment brokers”. 


Senior ministers say that the : 


pledge by Mr John Mejor, the 
Prime minister, that the ser- 
vice will not be privatised, has 
NHS debate. 
tary, said“We have nailed the 


lie about privatisation and Mr i 


Kinnock and his colleagues 


have an apology to make to the 
unfortunate people they o2ave 
deliberately frightened.” 


An unapologetic Mr Rabin 


Cook, Labour's health sposes- - 


man insisted that privatisation 


was one of three valid charges . 
against the government o2 : 
health: along with underfunc- - 
ing and the introduction of 2 : 


market. 
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electronic share price market Re 
Richard Waters on the desk-top terminal battle 


OMPETITION in ise 


the proeits 2c 
rities indusiry. Tompames are 
queving up i6 fee fener termi- 
pals 7) fund managers. ana- 
lests ang other intemnecanes 
and prices are coming down 


Tae istest mic the marke: is 
Reuters. the international 
sews zc infetmation g7sup, 


‘ofay launches ts own 
Un scare inicrmation service. 
like others, Riuters mas one 
goa: ~ to displace the wondon 
Stotn Excharze’s Tonic isrmi- 
nals, mote than iL of wiiea 


currectiy bring the Uh’s siec- 


|} teonie stacu vrerse: into cfitces 
changed the atmosphere of the ! 
Mr William ! 
Waldegrave, the health secre- 





througacur the LOLnITy. 
The apoeeracce cf Reuters, 
wiles m2s ionz hac a siTong 
gripoon the suppiy a2 int 
tien in ewher Moar : 
'g iikely to represen: the fer- 
ces: chalerse yet is Topic's 
near-tota’ dcomingnce of the 


domestic equity sierhet. 


Niret of che information en 


‘rs new secvice ~ CA cguitr 
Feems - iz arezay 2vailable 
ehegugh sther 2cmnanr set 
vices. But by packagins ht to 


aspen wc existing Tepic users 
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{ complacent 


expected assault on the UK 


share market 

The Stock Exchange says it 
is ready for the challenge. Mr 
Peter Hogarth, managing direc- 
tor of the Exchange's trading 
markets division. says: “The 
chances of them undermining 
the Topic ma base are 
very, very slight.” : 

Equity Focus, like Topie 3, 
the exchange's vear-old update 
to its original teletext service, 
is 2 personal computer based 
servics. kt combines share price 
quotes from the Exchange's 
SEAQ and SEAQ International 
systems, company news 
announcements from the 
exchange's RNS service, and 
Reuters’ own company news. 

Personal computer systems 
enable users to manipulate 
information for their own pur- 
poses, formatting their own 
p2ges or setting limits which 
alert them when a chosen 
share has reached a pre-deter- 
mined price. : 
The growing competition is 
driving prices down. There is 
already heavy discounting, and 
Reurers’ price for its news ser- 
vice — £150 a month, plus the 
£170-£260 a month cost of a ter- 
minal - is intended to under- 
out Topic, where charges range 
from £3,000 to £5,200 a year, 
depending on the version. 

The Stock Exchange, mean- 


while, is reviewing its own 
future in the information busi- 
ness. After the considerable 
upheaval of the past two years, 
it has decided not to sell Topic; 
but is considering joint ven- 
tures with other suppliers. 
The ultimate goal - the next 
generation of interactive trad. 
ing terminals, which will allow 
users to react to information 
that flashes up on their desk- 
tops. But according to Mr 
Hogarth, this remains a distant 
. First! ote ie. fantastically 
stly its is * i 
pernaps j ° 
UK's way of trading shares wil] 
probably have to change first. 
Most users of quote-driven 
markets prefer to negotiate 
directly with a market-maker 
Tather than deal at the price 
quoted on a screen: it is usu- 
ally possible to get a better 
ice that way. 


ing unappealing. Only in order- 
driven markets, where buyers 
and seliers enter their orders 
and matching takes place cen- 
trally, would people be likely 
to want to deal on screen. And : 
the Stock has stuck 
rigidly to the orthodoxy 
adopted at the time of Big 
Bang - that Condon’s will 
remain a quotedriven share 
market. : 
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1m absent 


‘from work 


every day 


British companies are 
monitormg 

and tackling staff absentee- 
ism, according to a report by 
Arthur Anderson, the charted 
accountants, published today. 
Britain is estimated to have 
one of the highest rates of 
absenteeism in the European 
Community: about one million 
employees are absent from 
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all, while only 45 per cent 
absentee management 


operate 
information systems. 





Managers get 
10% average 
rise in 1991 


UK managers are still on 


course for an average rise of 
over 10 per cent im total pay 
this year although the rate of 
increase has been slowing 
since January, according to the 
executive pay index produced 
by the Noble Lowndes manage- 
ment cons : 

The index, calculated quar- 
terly for the Financial Times, 
includes the value of fringe 
benefits such @S company cars 
and pensions as well as sala- 
ries and cash bonuses. . 

The latest figures, based on a 
survey of 5,275 managers in 419 
companies, show that rises 
siowed in the July 
quarter, reducing the annual 
rate of increase by one percent- 
age point from the level pre 
vailing in April-July. : 

On September 30 the average 
total pay across all types of 
executives was £74,647 ~ a 12.5 
per cent rise over the 12 
months since October 1 1990. 
That compares with a 18.5 per 
cent increase over the 12 
= to duly y at 3991. 

survey shows tha’ 
money pay, employers are 
ane fringe benefits. For 
xample, company cars are 
being replaced with less expen- 
sive models, and private medi- 
cal insurance is limited 
to executives themselves 
rather than extended to their 





IT mergers 


slacken 
The pace 
sition acti in imfor- 
mation technology aS 
slacke apprecia in 
first half of 1551 ou cab 
— decline 

in acti 
the more noticeable ecetn 
the energetic rationalisation 
which has characterised the 
industry in recent years. 
in particular market sectors 
still command a premiom 
price, however, 


general computing ri 
companies. 
Figures from Regent Associ- 


same period 


The value of the acquisitions 
in 199% totalled £1.6bn, a 
decline of 32 per cent com- 
pared with inst year. 

The average transaction 
value was £13.5m compared 
with £16.9m in 1990 and the 





29,000 UK manual- workers at 

Ford begin today amid union 
1 that, in spite of 

the deep recession affecting the 

industry, they will win rises in 
of inflation. 





Men get more 


job training 


Young men are far more likely 
Gun peg women: cancion 
to a ae ee tae 
ing published by the Equal 
Opportunities Connnission. 





NHS reforms 
wil support 


Hospital managers st 
some central aspects oP the 


but do not believe that 
Will solve the cle 
problem” of underfunding. 


The survey finds that 90 
cent of managers the 
separation of the af 
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| At a depressed time for the airline industry, the partners of (0. is Ee Bea, eee ote 

: aes CPi tested. 9 PA SE eet aes an a aes armaceuticals 

P term} { Airbus must keep their nerve. Paul Betts meets the chairman ....°. 0 0. 0 pyaar ti f 
Bee oe A prescription 1or 


#8 eg alist ’ i: 
a TN Realising the reality staying competitive 
= fe) Of a 20-year dream ernie 





tn: alate 
cee: meee ttt ED ixy has an envighle - of pharmacentica! plants in 
sonar, | SSeS 1 USS, wht! ean Pierson flew to the “When mak says, adding often unparalleled - record Europe first time, 
oo 32 Pas! zany hay other day with one of his an yen eet want to burn it” he tant issue is S ecae Cae eae oo wark against a ‘ judge 
2 ite os: a . val i 
teecg | tanths “53 uy Senior executives in a crowded says. “It has taken us 20 to among the but there is plenty of . = to j 
Steed Fe Buy OF oy American Airlines Boei ani “pled toca scope for manofac- theix own performance. 
fr SEAS “She plan me id um'nes oa'san ms GC ESE DMA as bo ale Sgn See eal tupoveet eal uct wath fut"uk 
anges SR ae = told there were only two full fare-pay- our expansion because we are damag- cantly during the og year, Despite Cokie of employees’ found itself with fear OY 
ey oY hs ing passengers: my coltea a i i a chi ae 
wt LSE eed Ig 8 2 gue and ing their traditional industry leader- the recession, the partners, which are i 
RE acer? aad ate yours truly,” says. the expansive ship. They are still asking why the both shareholders and suppliers to denies Oo in ae be Golien 13 kane 
Bean ory BY of stg ; puts Sc ane a Pernod in they can sell | ochmg and wine. one of their most promising long-term international and the British cavers, 25 plants fom 20 com- 
ras a lege ye ty tes pe dining consortium’s The crisis, _ has been salu- assets. “Our partners and share- and Inventory Con- panies, foreign and British- 
5 Piste riaraars onal con south west France. room in Toulouse, peck aly Ares and its partners, Loa — pl finally begi ing roer trol Society, which says the owned, in the UK and Ireland. 
@ pur ee ae ig te ,_ Pierson, whose gruff manner and collaboration, of which the Airbus bus,” Pierson says. iy ery its compla- Among its findings - 
FS raters, ORE dey te imposing Waistline has earned him chairman has always been an ardent = Last year the consortium made an cency = ie way stopally @ One of the reasons pore 
cee a ving Scene © nees”, does not mince Bis wore ager of the Auglofrench Concorde fest time in its a histo oS are ee first benchmark survey of the inability of the aunt 
Mtecoe TEE thar ge? Bap sacking into some roast partridge, he programme when he was only 27. Despite the crash in aircraft orders, it Jean Pierson: “The Americans are still asking why the Europeans rannaetring pints in wvenagement with the informa 
alee Maiese haw er-of-factly: “Airlines Co-operation is the only way _ still has a five year backlog. “As long are bullding aircraft when they can sell perfume and wins” the UK and Ireland. tion to manage, With 
tani | TE Th pe Teal, ck on ieee amor ty the Galf aheatl. The industry's problems have as we can rebuild one year’s backlog It says the indusiry can no costing systems and their 
We o “TUES Marker Ure: had evac expected. Six months coo t net oe each year, we remain in a healthy next stage will be to open up Airbus airliner was a first step. Pierson says { longer afford to rely just on emphasis on direct labour, 
wei valless enn Mite felt the crisis moukl he ap to During the past few position,” Pierson explains. © to the public. But he could not say Airbus was considering developing a { the patenting of new ucts wrong signals are often sent to 
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— tium is forecasting deliveries totalling Pierson believes this competition is ing involves = ee t trom their gov- - He is looking towards } tion im the pharmaceuticals produce, ‘ 
UND swat BM Bee sirale ores aout cml bive pers epeoumtes ir tang Ais ine amore etna, nec. Asan ts Bur npaece hav ano to moony a | Wea Ge fnrantnnn sre of higher fy mn coe 
vad eetlons t Airbus unting for at 30 tts ai pean pi a in force in aerospace. “But we must clar- | it normally represents about ing from other plants in the 
ooo deals in f peer a ting least 30 per extend its aircraft ’ by gp recently financed the development of Gatt. “What we are looking for is a ify with them whether they want to | 20 per cent of total costs, but same organisation than it is 
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Per Cent eo ade, ‘inet erson is deeply worried by 150-seat A320 airliner. This derivative, markets for the first time. This level of support as the US companies whether they simply want to use us | for product recalls, there are @ Companies often spend mil- 
Wm mooted earared ai he immediate implications of the cri- known as the A319, would be a natu. involved the A321, the stretched deriv- receive.” But Pierson also warns that as leverage to their i f pour i 
: reeCrted in sis engulfing the industry. “Isee a big ral evolution of the Airbus aircraft ative of the A320 twin jet airli i ; r strengthen their negoti- | no worries. — lions of pounds on buildings 
sre "28" Spar, Ce Se fois th few g d n jet airlmer. if a compromise is not found, “we will ating hand with the Americans. The “Thinking in the industry and equipment, but little on 
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CONSTRUCTION CONTRACTS 


Singapore riverside plan — hotel 2 at t St Helens, vee 


eR eet he 


DBS Lant's subsidiary Clarke 
Quay Pte has jamaried the 
a contract restoration 


Singapore river to fo, SINGA- 
PORE PILING ; 


CIVIL 

ENGINEERING PTS ‘ 
The contract vatyed at 
(230. restore 


car park, b 
“DBS Land, a unit of the’ 


Development Bank of Singa- 
pore, bought the 21,000 sq 

metre site Singapore's 8 
Urban Redevelopment Anthor- 
ity in October 1989 for S$54m 


(£18.4m). 
Clarke Quay will be trans- 
formed into a festival market- 


When Clarke opens in 
late 1993, it is expected to 
revive the Singapore river 
front and make a significant 
contribution to the nation's 
heritage and tourism. 


Emergency sea defences 


EDMUND NUTTALL has won a 

£5.1m contract to undertake 

the permanent sea defence 

ge at eee and Belgrano 
in Clwyd, north Wales. 

This contract for British Rail 
follows Nuttal Nuttall's substantial 
interim works on the site last 
summer involving the rein- 
forcement of sting and 
emergency sea defences [a 500- 
metre breach a the defence 
occurred in ted 
storm of a 1990]. 

The contract comprises the 
construction of permanent 
works to the ing Rhuddlan 
Marsh Embankment sea 
defe: A 


revetment is to be placed to 
the seaward side of the exist- 
el pig org extending 

of 1,225 metres, 
with returns at the eastern and 
western extentions. Further 


along the same embankment at 
Belgrano, Nuttall will con- 


AF BUDGE (BUILDING) of 
Leeds has started work on a 
contract worth more than £6m 
for the constuction of a four— 
star hotel in St Helens, Mersey- 


struct another heavy rock side. 


ater and armoured 
revetment over a frontage of 
780 metres. 


The works will be divided 
into two stages, each with dif- 
ferent completion dates. Sec- 
tion 1 comprises the Belgrano 
works and 630 metres on the 
eastern side of a 
and with a completion set for 
August 1992. Section 2 involves 
completion of the remaining 
western extention of defences 
at Towyn and is due to be fin- 
ished in April 1992. 

The whole project will 
involve the placing some 
400,000 tonnes of rock ranging 
up to primary armour stone of 
five to nine tonnes. It also 
includes the relocation of 
heavy rock armour. 


“ Se eee ‘ : “) 
An artist’s impression of a new earatar hotel in St Helens, Merseyside 





The project is the first devel- 
opment for St Helens Hotels 
and comprises 84 bedrooms in 
two four-storey blocks with a 
central atrium and leisure 
facilities set under four fully 


on rat 
_ at Bee ee cers 





Glazed pyramid structures to 
Tear of of the complex. 
go factlities include con- 
ference and banqueting rooms, 
a swimmming 


Building office complex in Coventry 


HIGGS AND HILL MIDLANDS 
has been awarded an £8.9m 
contract for the construction of 

a three-storey office and pro- 
duction unit by Brose in Cov- 


onthe project requires the con- 

struction of a complete produc- 

tion facility covering some 

with associ- 

ated office buildings providing 
around 1,650 sq metres of office 


height from 12.6 metres to 15.5 
metres at the central spine. In 
addition, external works 
include car parking, a lorry 
loading area and ing. 

Higgs and Hill Overseas is to 
undertake a major u ding 
and n of b 


The project valued at £6m 
will be undertaken over 16 
months and involves the 
expansion of the departure 
concourse and lounge areas 
together with alterations to 
departure facilities and the cre- 


ation of a public waiting area. 
The customs, arrivals and in- 
transit facilities are to be 
ed and new covered pub- 

lic waiting areas, walkways, 
additional car. parking and a 
police station are to be pro- 


The work involved in 
uperading the airport covers 
some ee eat metres and the 

create a further 
6967 5 367 he value somes cates 
space. sin: exten- 
sion to the departure area will 
have concrete foundations and 
in situ concrete columns, with 
precast “double T” roof slabs 
spanning 18 metres 


Multiplex cinema 


for Portsmouth 


Hilsea-based building 
contractor WARINGS has been 
awarded the £2m contract to 
build a six-screen cinema at 
the Port Solent Marina devel- 
opment on the northern cut- 
skirts of Portsmouth. 

Work has started on the 
1,534-seat cinema with comple- 
oe planned for late summer 
I 

The 28,725 sq ft building. 
with a semi-basement car park 
and an external car park, will 
be located immediately adja- 
cent to the Boardwalk restau- 
rant and retail comple: at Port 


Solent. 

Warings were responsible for 
carrying out the initial civil 
engineering works at Port 
Solent, and also built the Port 
House and the Boat Centre. 

Designed to complement the 
architectural features of the 
Boardwalk, the building will be 
constructed. mainly of brick, 
with white render, decorative 
ena wre ra and exposed tim- 


United Cinemas Interna- 
tional, the multiplex operator, 
operate the new cinema on 

its completion. 


£10.6m orders for Try 


oe ‘TRY GROUP, based at 


has 
batch of orders worth £10.6m, 
the bulk of which is for educa- 
tional work. 

Heading the list is a £6.25m 
project for Try Construction at 
secslens teecisten toe Oxford Unik 
isl eal commenal are 

. Mac- 


Designed by architects, Mac 
Cormac, Jamieson and Pri- 
chard, a series of two and 

pstorey residence blocks, 
totalling 29,000 sq ft. will be 
linked by a central courtyard 
and ornamental gardens on 
two levels. 


of St Dunstan's Church of 
England School in Cheam, Sur- 
rey have awarded Try ‘Con- 
struction a contract to build a 
primary and nursery school 
worth £2.4m. Work starts 


Base, Portsmouth 
(£599,584); British Gas at 
Staines (£449,660); The London 
Borough of Hillingdon for 
housing works (£98,914) and 
Royal Bank of Scotland at 
Grosvenor Gardens, SWI 
(£96,522) 
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ENGINEERING 
& CONSTRUCTION 


MINING 
HOUSING 
PROPERTY 


COSTAIN GROUP PLC 


Married 


service 
quarters 


HALL & TAWSE has won two 
design and build contracts 
worth nearly £3m from = 


Property Agency. The 
projects in Staffordshire and 
Hampshire involve the con- 
struction and upgrading of 
married service q 

Hall & Tawse Western has 
started work on a 35-week 
£1.7m scheme to demolish old 
buildings and construct 30 
homes for servicemen's fami- 
lies at RAF Stafford. 

The detached and semi-de- 
tached three bedroom homes 

are being built on a 35 acre 

site complete with landscapi 
a children's play area 


parking. . 
The £125m Hampshire proj- 
ect has been awarded to Hall & 
Tawse Southern. The contract 
incorporates modernising and 
extending 10 three-bedroom 
homes and converting 6&2 two- 
terraced houses into 


bedroom 
31 three-bedroom properties. 


car 





FINANCIAL TIMES CONFERENCES 


WORLD MOBILE COMMUNICATIONS 

London, 31 October & 1 November 

The challenge to develop a mass market personal 
communications system and the Implications ior fixed link will 
be examined by Mr J Shelby Bryan, Chairman, Millicom Inc, 
Mr Richard Goswell, Managing Director of Mercury Parsonal 
Communications and Mr Lars Rydin, Senlor Manager, 
Televerket. Mr Richard Callahan, Executive Vice President of 
US WEST, Inc, will speak on the growth of mobile 
communications in Central Europe and the Soviet Union. 


THE EMERGING EUROPEAN TAX SYSTEM 


London, 6 & 7 November 


Keynote speakers at this conference will include Mrs 
Christiane Scrivener, Mrs Gillan Shephard and Mr Marius van 


Amelsvoort. The Important issue of transfer pricing, 


European 


arbitration or US advance rulings, will be addressed by Mr 
Charles Triplett, from the US intemal Revenue Service and Mr 
Thomas Menck, German Federal Ministry of Finance. 


FINANCE, INVESTMENT & TRADE 


WITH CZECHOSLOVAKIA 
Prague, 7 & 8 November 


The Financial Times, in collaboration with the RIIA, is bringing 
together senior politicians and feading figures from 
and the international business community to 

‘Teview the political and economic developments, and the new — 
opportunities opening up for Investment and business. 
Ministers taking part include: Dr Viadimir Diouhy, Dr Vaclav 
Klaus, Mr Joset ToSoveky, [ Dr Karel Dyba, Prof Dr Ing 


Milan Bucek. 


SPAIN'S ROLE IN THE NEW EUROPE 


Madrid, 20 & 21 November 


Major jssues to be discussed include the new European 
economic order, the impact of moving towards economic and 
monetary union on Europe’s competitiveness to be reviewed 
by D. Carlos Solchaga* and M. Jean-Claude Trichet; the 
growing regional imbalance and the use of structural funds to 
be assessed by D. Jordi Pujol, Mr Eneko Landaburu and D. 
Guillermo de la Dehesa; industry and the environment to be 


addressed by D. José Borrelf. 
“subject to final confirmation. 


MANAGING FINANCIAL RISKS 


London, 26 & 27 November 


The workshop Is an Intensive, practical course aimed at those 
who wish to understand the principles and practices of 
financial risk management. It combines comprehensive 
technical reference material with an interactive format with 


cash studies and worked examples. 
WORLD TELECOMMUNICATIONS 


London, 4 & 5 December 


This annual conference, the tweifth In the FT series, will look 
at the three Interwoven trends which are changing the shape 
of the world telacommunications Industry - privatisation, 


dereguiation and globalisation. 


All enquiries should be addressed to: Financial Times 
Conference Organisation, 126 Jermyn Street, London 


SW1Y 4UJ. Tel: 071-925 2323 (24-hour 


answering 


service), Telex: 27347 FTCONF G, Fax: 071-825 2125. 





PUBLIC NOTICES 


Reality Post Production Limited 
(in Recelvership) 


: 
if 
il 


meating credkers of the 
ceove tamed company wil be held at the 
otfees of Cork Gully. Kintyre House, 200 
Wes? Goarge Sweet, Glasgow, G2 2LW on 
Monday 28 October 1991 at 3.00 p.m. for the 
purposes of having bald velore it a copy of 
the report prepared by Ihe Jolnt Receivers in 
ectordance with the saki Section and, 
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COMPANY NOTICES 


ST 
NOTICE OF RESOLUTION OF PAYMENT OUT 


given in accordance with 
the Companion Act 1505 ("Yan Act") tut. 


ia) V.N.G. Group Limited ("the Company") 
has approved a paynrent out of capital 
for the purpose of acquiring its own 
ehares by purchase; 


Inspection ai Campeny's ragisiered 
office; and 

r 
ume wihin the 5 I fa 








It’s how ideas are exchanged. How beliefs 


POWERFULTHINGS HAPPEN 
WHEN PEOPLE COMMUNICATE. 


ate altered. How progress is made. And it’s 
what our company is all about: improving 
communications around the world. 

Pacific Telesis Group is one of the world’s 
largest telecommunications companies, 


serving the vast California marketplace for _ 


both wireline and wireless networks. Our 


tte 


subsidiaries provide wireless servicesin many  world—in places like Germany, Japan, 
states actoss the U.S. And through thestrong Portugal, South Korea, Thailand and the 

we have developed internation- = United Kingdom. 
ally, we're actively involved as the concept of It’s the reason Telesis” products and services 
the European Community comes to fruition. are making communications between people 


Through our subsiciaries, Pacific Telesis 
Group often participates in communications 
ventures with local businesses around the 





Pacific Bell Nevada Bell Pacific Bell Directory PacTelCellukir PacTel Paging Paclel THetrac Padiel Cable Pacific Telesis International GrOUp - 


(©1991 Pacific Talasia Group 


clearer, faster and easier: So that everyone can 
share their ideas, their opinions and even 
their dreams more freely than before. 


PACIFICES TELESIS. 
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This 84- page “Equa- 
tions for Change” 
brochure provides an 
overview of IMD's 
recent R&D activities. 


Viston, Strategy and 
Change — three key 
themes guide our 
multi-disciplinary 
research projects with 
our industry partners. 


Our current project 


portfolio includes: 
— Manufacturing 
2000 
— Management To be relevant, executive education _ research projects with direct impact 
Development cannot be developed i in a vacuum. on the quality of our programs and 
2000 That’s why IMD works with industry on management performance. 
~ World in researching the needs of inter- 
Competitiveness national management practice today Manufacturing 2000 and Services 
Report and tomorrow. Management are two examples where 
r a Cross- Our approach is one of close colla- © °™panies from around the world 
unctional boration, linking strategy with practice, commit to on-going research by 
lateraction boardrooms with classrooms, and contributing time, expertise and 
~ Managing External ~—_ functional expertise with general financial backing. 
R&D management. 
— Competitive At IMD, teaching is also learning. 
Dynamics In 1990 alone, 150 senior executives And learning is sharing. That's how 
— Corporate from industry, IMD faculty and staff management development works best, 
Governaiie spent over 10,000 man-days on not Sk for you, but also for us. 
— Society and 
Corporations 
— Family Businesses 
— Services 
Management 
— Managing 
the Environment INTERNATIONAL 
— Central-Europe and LAUSANNE - SWITZERLAND 
the Soviet Union A New School of Thought 
ie For a copy of “ tions for Change™ and our 1991/1 
ee ee Pe TKoouk Migont, Reem 20] (direct liner + +41NOBOSST ee 
faculty research International Institute for ent Development (IMD), 
projects arein progress. P.O. Box 915, 1001 Lausanne, Switzerland. Tel.: ++41 216180111 Fax: ++4] 21266725. Tix:45587L 





How we collaborate with 


industry to develop 


ettective management 


lor you. 





programs that will work 
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CONTRACTS & TENDERS 





REPUBLICA DEL 
PARAGUAY 
AVISO 

LLAMADO A LICITACION 
PRESTAMO N°2087 - PA 








El Gobierno de la Repieiice del Paraguay he recibido 

Gel Eanco 2 préstanc equivalente a 31 

millones de délares pace contribuir a sufrager i 

easto del Proyecto de Desarrollo de Ares dae 

Parte del ry de dicho préstame serg destinado a 

la realiz de os beset 6 a efectuarse con erraglo al 
ee hace este Liamade a 


4 
de Obras Pijblicas y Comunicaciones, 
Direccién General de Vialidad invita a las empresas 


constructoras de los paises ee ag Banco . 
inclusive Suiza, LZ Taiwan, que presenten 

Topuastas para rector i ig de 50,775 Xm. de 
Tongieed do fn cqnia troncel de todo tiempo entre las 
loealidades de San Juan He » tramo lL: 
Ruta & - San pom (25,0 Em.) y tramo IT: San 


Antonio - San Juan Nepomuceno (25,775 Km.). 
participar eu ia presente Licitacifn 
tencia legal de 
ahos y que hayan realizado en los fitimos cinco aiios 
contratos de obras similares cuyo valor 2 ged oon 
dos veces mayor del valor Gal eo contrato objeto de 
presente Licitacién. 


La Obra incluye pero no se limite a lo siguiente: 
Movimiento de suelo para una plataforma final de 
11,00 m. en terraplenes y descontes. 

# Mejores en el trazado perfil. 

* <Afirmado de material Setperedo ide 0,20 s 0,25 nm. 
de aepesor, mezclia con sueloa anice: para dar 


trdfico en todo tiempo. 

* Canstruccign de b con suelo seleccionads. 

* Coenstruccién de alcantarilles celulares de 
hormiga armado, caiios y tea de madera con 
muros de mamposterfa de oietee. 

* Construcciga de drenes 
subterraéneos. 

* Construccién de defensas y sefializacién vertical. 


Les oferentes interesadozs en adquirir «wm ue 
leto de los Pliegos de Bases Gondiciines a 


” guperficiales ¥ 


deberdn presentar wna nota al Director e la Dicacelén 
General Vialidad, Ing. Paul L. Sarubbi Balanzd a le 
direcciéu abajo mencionada. 6 documentos estarin 


disponibles lblico interesado a partir del 14 de 
ectubre de 1991 a wun costo 20 reembolsable de 
dosciestos cincuenta mil guaranfes (6250-000) que 
deberfm ser depositadcos en la Cuenta H°804-Rentas 
Piscales Varias, en el Banco Central de Paraguay. Los 
interesados del ee que m0 oe representate ex 
Para que deseen adquirir el Plie por correo, 
Gabes efectuar ua siz adicional del a equivalente a 
US$lO00 por e¢jenpler, la cuenta y direc antes 
menciouads, para eabeis loe gastos de envio de los 
documentos pertinentes. 
tellano y acompafiadas de 
ana gerentia de seriedad de la oferta de acuerdo # lo 
esti do ex el Pitego de Bases y Condiciones, se 
recibiréc heata las 10200 horas del 29 de noviembre de 
1991 en el Salén de Comferencias del Ministerio de 
Obras Piiblicas y Comunicaciones, fecha y hora en que 
roceder4 a la apertura de las ofertas en acto 
pivtsco presidido por S.E. el Safior Ministro de Obras 
ye eortan eee. Se acaptaréz laa ofertes 
s por corres no las por fax o 
telex, ui laa extregedas. fuera de esta fecha y hora. 


DireccigGa General da Vialidad 
Ministerio de Obras Piéblices x4 Comunicaciones 
Calla Oliva, eaquina Alberdi 

Asvncién-Paraguay 


Teléfono: 595-21-445524 =< = 595~21=-448956 
Telex: 44035 MO - PY 


CLUBS 


MINISTERIO DE PESQUERIA 
FORIP-FONRESPE 
TENDER NOTICE 
JAPANESE NON-PROJECT GRANT AID 


The Goverement cf the Rapubio of Peru has received grat tor the 


efigible payments under the contract for which this invitation to bid is 
issued. 


In this respect the Goverment of the Reoublic of Peru has authorised 
the Crown Agents for Oversea Goverments and Administrations to act 


are ineligible) for the supply ot the following required by FOFIP. 
FONRESPSE. 
INBOARD MARINE ENGINES COMPLETE WITH STERNGEAR 
AND SPARE PARTS 


62PCS 15-20HP 
147PCS §=34-42HP 
6OPCS 60-80H.P 
12PCS 105-120 Hp 


Interested bidders may obtain the bidding documents far a non- 
retumable fee of USS 150.00 or its equivalent in other currency by 
contacting the following address: 


Crown Agents 

St Nicholas House, 

1EL, England | 

For the attention of Mr M. Russell, BN Dept 
Telex: 916205 A/B Calond G ; 
Fax: 061 643 0038 and 081 643 8232 


Documents may also be obtained hem Grown Agents afics n Line: 
Peru, Miami; USA, Japan and Singapore, re 


The tender closing date is 26th Novembar 1991. 
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(there was a Financial Arup Associates ing a 
ae S80 ects lneiesbed pare, aa 
I 
ese i ior a ou 
development. 
ove ofthe fst recipients At the centre of the 
would certainly be Stuart development is a building 
Lipton. Bis various The Arena - a social 
, development companies have aad coacts ab with shops, 
ina raise the restaurant and conference 
dards of commercial facilities, designed by Arup. “ 
sent ¥gty architecture than any other ‘Unlike the lightweight i 
: group of property co EB 
companies. which house the ef 
ie: Sy, They have also done some | commercial activities, the 4 
F Seu th, y, daring things, like takingon Arena is a blockwork bastion a 
ae ii pei tag, the redevelopment of with a large rotunda - e 
erAny te ', Liverpool Street Station with uninfluenced by tase 7 
Finaig “"Ziyg, tS Supporting commercial Stirling’s rotunda at the 
lee development, or seizing the Staatsgalerie at Stuttgart. It 
i “erme ~ lst Sean lies Jong and low by its lake, 
rc Sa ee opportinity of reclaiming a with 
; MoaT et ky, huge waste tip near Heaihrow its apparent volume. Inside 
amy ma , ee and transforming it the 25 switomin 
Joey into Stockley Park. Now that = has 
steams HSER, Metomine detonate! salons me 
ann NE f 2 el choice of masonry blockwork 
GTemER ry “MAT AALS te Tunnel rail fink through East has given it a somewhat harsh 
Pi on me 1 pe Cross, ie efensive a crumbling 
gy he Sa Mag, Lipton/Foster propoesie for anette thatthe developers i Negetrieteen the east eax 
s"Oare . = as are 
a Serna Kings G eae Hane must planted on the cout! anew station and the 
. are likely to become a reality. wall to it. temples are sealed in air pment, overdoses on atria, 
i, the long short list for this For the business “pavilions”, decorated the with its almost Japanese pro! known only as “B.8.” The conditioned comfort in a Broadgate part of granite and grid patterns. 
eae Aa, : the Consortiom has selected “sails” as and relates well to the watery architect has designed 2sealed temporary, somewhat the site — some 8.8 acres Apart from the ice rink and 
ws wal _ ward six ofthe twelve a range of architects. The first bright blue fire escape stairs. pe. Arup's buildings glass cube behind a slender unrealistic . developed to the service shops it is an office 
e Ae iintoe'e eo of the three buildings visited Internally, the double height at Stockley, unlike some of colonnade that supports a In the City of London Lipton Arup masterplan. The world graced with trees and 
tyr eas 5a eee pton’s teams. Four of them by the F7 jury, now tenanted _—circniation street works well ete eee series of sunscreens. It is the has also applied his ideological four main office buildings squares, Dut silent and empty 
e Stace le are at Stockley Park, lor the by Apple Computers, was rc hc A a though the architect is just and elegance of its commitment to the heroic a hew square, the after hours. 
a ean Urs tiated an designed by the relatively Alas, the w trying to improve the basic ions that pleases, as power of the Modern centre of which is occupied Broadgate is a very high 
ica Nas Se cae Limited. site of this major young firm of selected for the outside shed. They have a solidity and _ well as the almost pin Movement. It is a certain by an ice rink in winter and standard urban business park 
Miw tics Eeiry ae business park is some 350 McAslan nudniates and waves about permanence. neatuess of the whole that an entirely new an arenas in summer. ~ tailored, cool and 
¢ = rare ted acres of former gravel building broke the mould in a way that completely has made the most of the i ing out from world can be created. He chose This is not the London new world still 
; ot eae TT Lie ee established by the early undermines the ideal of the interior of its premises, this building on to the ta do so at Liverpool equivaient of the Rockefeller seems rather unreal. 
eels Nit Nep gemig, Dear w airport. A ifici where he was faced with the Centre on New York’s Fifth . 
Te Md ah masterplan 
cag Sete Hate was prepared by of the park is a “romantic” relics of the 19th century -  _ Avettue, because it is Colin Amery 
ae Sera eat wee 
e Maw S.2 coe a thE [ 
Riso ts east 3 Fs ys a D d 
1. Sata. €CaAadence 
thee ae = OT MR 
* ces ROT is Bohéme NEW END THEATRE, HAMPSTEAD 
Ot feces Sul ae 
Meus +.) we aes TEN YEARS after its premiere here, dulgence in the bedroom or restaurant. fie ober bene, ory Nentalioed sa cynical 
wen! 2 3; 20 STEEN GLYNDEROURNE. Steven Berkoff's Decadence returns to The Profound decadence is a cultural Les's thinks about the rich (“They can 
gt hie Te an EEE x : New End Theatre, Hampstead. ft has aged a spiritual calling that enervates the soul fiddle, sore tha Stace form companies, 
ms ire ti ko brings mists, gracelessly, like a difficult dowager and cloys the appetites. As such, deca- and liquidate”), while Sybil thinks about 
She fa drigieiees ! i , and G! ourne screaming obscenities from the fireside. dence is essentially undramatic, a one-way men: “You don't get them by being nice, 
Maes a eee ning Oper one of Britain’s But it is still worth seeing. ticket to sickly impuissance. Berkoff’s pub- you get them by shrewd cunning and 
igs a: “in most v le and necessary Berkoff's four characters come over as lic bestiary proves it: excessive eating, ice.” 
a Surg oe opera. After the easy c and her lover whoring are dramatic, Berkoff's bruising homilies are wrapped 
is: customary opening fortnight at Steve guzzle champagne and chocolates at they are not even spectator sports; they in couplets which fall 
os BSATLADay f company the opera, while Steve's wife Sybil and her may provide the thrill as a healthy crime, and i i of language at 
> oR COTOSER 1 ans out across the country lover Les swill beer in front of the TV. but they are work. The mix of the licentious and the 
as itibe be — Dublin is this They characters tell of their past lives and However, the real of Decadence lyrical Decadence — even ten years 
IE fh ts year a new stopping-point on present hopes; their collective at mis- is its ability to deliver some wickedly on - a and i 
“ToRER +g ae schedule, The bill of fare ery passes for plot. All four are superbly funny epi : Helen recounts the joys of There is no love in the Berkoff world, no 
Se rere ess — Jenufa (in the 1989 festival played by Emma Parish and Mike Tucker, huntin “If you haven't hunted, no j 
, ‘ ia wos? tH poe by Nikolaus Lehn- two pinstriped horrors inventively explaining it to you is a bit like and indecency. The stil) shocks, 
He . = ee Cosi fan tutte (ditto sikecret by sunk) Teraeces. The set is sex to the Pope” ~ while she rides Steve and theatre still needs plays like this; but 
eget es this year’s Trevor Nunn pro- black, minimal, deprivation chic: there is round the sofa. Steve in turn spits out a Se ee eee eee ae 
————_—.. duction) — is completed by a only the inevitable white brawling monologue on the scalpel, his social dissections are apt to 
wnemnnne—nnenenen, Drandinew Roleme devised spe- Decadence is not about decadence but in wild, Johnsonian catalogues of food be messy, mexact and unpredictable 
cially for the Be ny a excess. Berkoff makes the English mistake which even Epicure on would 
a -|S The Mixture is a sensible of assuming that decadence means over-In- been proud to compile. Sybil and Les, on Andrew St George 








at the same time the vulnera- 
bility that makes the character 
so attractive. 

As she knocks a off her 


Jackie Wullschlager 








PUBLIC OF PERU pronde: why the special. GO ; f geo ee > 2 epi i . 
HERI GE FEScUERA ‘resources could not have been h ; t 
Oe? F onRESPs directed toward ales faa The Constant Wife 
part of the same repertory 
"ENDER NOTICE i Trittico, say, much 
HON-PSISEST SSANTAD «© in need of discriminating re- - ENGLISH THEATER, FRANKFURT 
discovery in this country). But 
wate Fo, sipcececipes mo doubt these reproaches O to see ourselves as others see rageous as Coward, he was a tumes (Ursula Birkelbach) 
orton & Te pao ee ret could be made only because, as ust Away from home, the feminist like them and had a define character and make 
Rares va ieee sit Bane be oa ptr nheetd the new charms of Maugham flair for the well-made play each scene change a visual 
Ty es 5 =~ c Pireere t rod cua 1er Ba tially Engi ca oe arti- usb 3s and S eeatton tress Marke, Pout sont cate 
aie eat - F-eS--" ton, producer . ever: arti going Wuse; 
; designer Russell craig David Maxwell Anderson as Rodolfo and Anne Dawson as Mini fice, repartee, dragon-fly grace. Harvey gives him the lightest and colour clashes for gauche 
Puget per ech Fe ee so comprehensively rampage with hobnail boots shopping-complex. A certain The robust vocal sparkle of | “A broad brimis sucha borein touch. Adulterous couples sister Martha (Jessica oa 
We le are Aa" Ere ill-executed. Success would and a woeful lack of concern ingenuity marks the swift end- Susan McCulloch's Musetta is | an open car”; “decency died hover round each other in 1920s languid designer el 
ax cre Sarl ae ETT have settled the argument ee of-act scene-changes, and one a passing pleasure, and the | with dear Queen Victoria": the swoons of politesse, sinewy gance for icy, controlled Const- 
Se ae ick peri taes 2 cians beyond question. ductor was wnschooled in midway through Act 2, which! unfailing delicacy, musicality | German audience, by turns bodies droop over art deco fur- ance. 
FEAR EN aca, ze: The Glyndebourne label dangers of confronting Giunde personally should have been and care over amused and bemused, stared at nishings. On the development of 
Ba vi fete ee SEs -2 "always raises expectations of a bourne’s tricky acoustics with lad to sacrifice for the faintest Dawson's Mimi the perfor- | lines like these as if they Individnal finesses — Milton Constance depends the 
ae , —zemz basic level of expertise and Puccini’s scoring, someone impression of directorial mance’s most reli on scrolls unrolled from Mars. Cadman's distracted charm as humour an rlying seri- 
Me yrr TTS .s7E 4 722" finesse. This Bohéme gives off more { ve t into character and situ- David Anderson, the | Yet director Martin Harvey’s the husband, Deborah Make- ousness of the piece. When 
tt ac 25,0 22° the feeling of a student perfor- been there to guide him. One’s i. Rodolfo, it is painful to have to is to evoke, in intona- peace his shrieking frivolous took the role 
mance promoted above its sta- heart goes out to the young [Until the death scene the write ill. As those who have | tion and pitch of phrase, in -_are in- at the 1926 opening, she fluffed 
wn vine The with cast: climaxes are a matter of scant awareness followed him since his student | every glance and shade of ated; good ensemble playing her lines, included snippets 
estas ce. ee the actual sound: prolongedly “shout or drown” for almost all of who these young people are, days will know, this young | countenance, in chic 1920s set ensures all share a reper- from plays and mixed up 
ee Lente _ loud, clotted, coarse-toned, of them. : how they interact, and why an Scot currently figures as | and potent cheap music trilling toire of gestures and move- acts one and . “Oh d 
:. rae with hardly a oe in the The production is worked on audience should care about Britain’s brightest young | between scenes, that baffling ments which suggest but do ling, I've ruined your beautiful 
ery orchestral assai SS a single set made variable by them. The cast is, I guess, tenor hope. If he goes on | other world of British upper not absolutely confirm deceit. play but it'll run a year”, she 
_..;¢ Stylish interpreter of ita metal walkways and over- tly not very strong ~ belting the way he did on Sat- | class life between the wars. Harvey’s cast accepts guilt, told a furious Ma n after- 
misty aie a cele 79") tury dramatic music, oo head gantries - in Act 3 the the lower-voiced Bohemians urday, and fails to The Constant Wife recalls adultery, humiliation - any- wards. (“She had and it did”, 
i geen eis t?#="" totally out of his element in combination achieves the sound a rather woolly-toned technical support, the career {| both Coward and Wilde. thing to uphold the social fab- he used to say.) Here, Leslie 
Toe Puccini, over whose instru- and atmosphere of a nar- crew — but much more could will surely be a short one. neither as ric. O’Hara emphasises Const- 
aint a lines the GTO Opera row precinct in some have been done with all of original or Witty a satirist as Fittingly in a play about ance's initial self-control, 
Orchestra are permitted to farly disheartening modern them. Max Loppert nor as dramatically out- keeping up appearances, cos- teases it into manipulation 
wet 
i production of Fidelio, with Lisbeth Jung. Repeated on Wed, Fri and Philharmonic. Thurs: Ashkenazy Orchestra of La Scala Milan In Symphony Orchestra. Fri: Peter 
eat . Balslev as Leonore and Klaus Sun (412 1466} conducts the APO. Fri: Mahler's Schumann's Third Syneteny: Eotvos conducts the Ensemble 
ware cae men Eun INTERNATIONAL Konig as Florestan. Tomorrow: Resurrection Symphony. Sat: Ravel's Mother Goose and InterContemporain in the opening 
re ee So ee re ae Jose Carreras recital. Wed: La = CHICAGO Wynton Marsalis. Sun: Atfanta Stravinsky’s Firebird. Thurs: Inbal concert of this year’s Wien Modern 
Geer eee TL pare 7 bohéme. Thurs: Il trovatore. Fri: Symphony Orchestra (071-928 8800) conducts Mahler (4720 3637) contemporary music festival (7124 
pa SE ee l S Wolfgang Rihm’'s Oedipus. Sat: Lyric Opera 19.30 Samuel Barber's Barbican 19.45 Antoni Wit conducts Chitelet 20.30 Esa-Pekka Salonen 6850) 
see ee Stravinsky ballets choreographed Antony and Cleopatra. Richard the Polish National Radio conducts the Ensembie THEATRE 
Tec reo by Béjart and Batanchine. Sun: Buckley conducts Elijah phony Orchestra in music by interGontemporaln and the This week's repertory at the 





GUIDE 


TODAY’S EVENTS 





g@ AMSTERDAM 


Muziektheater 20.15 Dutch National 
Baflet in works by four Dutch 
choreographers: Rudi van Dantzig, 
Toer Van Schayk, Hans van Manen 
and Ted Brandsen. Runs till Oct 

30, with next performances on Wed, 
Fri and Sun. Tomorrow, Thurs and 
Sat  barbiere di Siviglia {6255 
455/credit card bookings 6211 211) 
aS 


g@ ATHENS 

Concert Hall 20.30 Yehudi Menuhin 
conducts the Young Musicians 
Symphony Orchestra in an 
all-Mozart programme: the overture 
to Die Zauberficte, the Symphony 
No 41 and Piano Concerto No 21, 
with Amaldo Cohen. Repeated 
tomorrow (722 5511) : 
=e a 


@ BERLIN 

MUSIC 

Staatsoper unter den Linden 19.00 
Siegfried Kurz conducts Die 

Zauberfléte, repeated tomorrow. 

Fri: Carl Orit double-bill. Sat: Heinz 

Fricke conducts Tristan a isolde. 

Sun: John Cranko's The Taming 

of the Shrew (East eens 2004 762) 

Deutsche Oper 19.30 Fi 

Welser-Mést conducts the the Ponnelle 


Lohengrin (West Bertin 3410 249) 
THEATRE 


East Berlin: this week's repertory 
at the Berliner Ensemble includes 
Mother Courage tomorrow, Galiigo 
Gaillei on Wed and a Kurt Weill 


_ evening on Thurs (2827 712). The 


Deutsches Theater has Klelst’s 
The Broken Jug tonight and the 
Shakespeare/Heiner Miller Hamiet 
plays on Sat (2871 225), with 
Ibsen’s Ghosts tomorrow and G.B. 
Shaw's Heartbreak House on Sat 
at the Kammerspiele (2871 226). 
The Maxim Gorki Theater has the 
Roma-Theater Pralipe production 


of Lorca's Blood Wedding on Thurs 


and Fri (2082 748). 

West Berlin: the Schaubithne has 
Kleist’s Amphitryon tomorrow, 
Wed, Sat and Sun, with Luc 
Bondy's production of The Winter's 
Tale on Thurs and Arthur 
Schnitzler’s play The Lonely Road 
on Fri (890023). The Schiller 
Theater repertory Includes 
Lessing's Minna von Samhetm 

on Thurs and Goethe's Iphigenie 
auf Tauris on Sat (3195 236). The 
Renaissance Theater has Peter 
Shaffer's Amadeus, directed by 
Gerhard Klingenberg, dally till Oct 
29 {3124 202) 

ea ED 


m@ BARCELONA 

Gran Teatre del Liceu 21.00 Antoni 

Ros Marba conducts Jochen 

Ulrich’s production of Salome, with 
a cast led by Susan Hinshaw, 

Ficranza Cossotto and Manfred 


Moshinsky's new production, with 

a cast led by Catherine Malfitano, 
Richard Cowan and Jacque 
Trussel, also Fri. Wed and Sat 

Le nozze di Figaro (332 2244) 
SS ae a ee ey 


@ GENEVA 

Grand Théaire 20.00 Ballet cf the 
Grand Théatre, directed by : 
Gradimir Pankov, in 
choreographies by Christopher 
Bruce, Jiri Kyllan and Kim 
Brandstrup. Also tomorrow, Wed 
and Thurs (212311). Fri in Victoria 
Hall: Armin Jordan conducts the 
Orchestre de la Suisse Romande 
in works by Debussy, Prokofiev 
and Roussel (292571) 


= LONDON 


Covent Garden 17.00 Bemard 
Haitink conducts Gédtz Friedrich’s 
production of Siegfried, with Rene 
Kollo, John Tomlinson, Ekkehard 
Wiaschiha, John Dobson and 
Gwyneth Jones. Tomorrow and 
Sat Rigoletto. Thurs: 
Gotterdammerung (071-240 1086) 
Royal Festival Hall 19.30 Andrzej 
Panufntk conducts the BBC 
Symphony Orchestra in his Fifth 
Symphony (Sinfonta di sfere). The 
rest of the concert, consisting of 
Sibelius’ Pohjola's Daughter and 
Rakhmaninov's The Bells, Is 
conducted by Alexander Lazarev. 
Tomorrow: Esa-Pekka Salonen 
conducts Berg. Wed: Mariss 
Jansons conducts The London 





Sym 

Sibelius, Chopin and Brahms. Wed: 
Dave Brubeck. Thurs: Tilson 
Thomas conducts Bernstein. Fri: 
Rattle conducts the CBSO. Sat 
Colin Davis conducts Mozart 
(071-638 8891) 

a a i 


m@ MILAN 

Teatro alia Scala 20.00 Song recital 
by Renato Bruson, accompanied 

by Robert Kettelson. Tomorrow, 
Wed, Thurs, Fri: John Cranko’s 
production of Romeo and Jullet. 
Sat and next Mon: Luciano Berio 
conducts the Orchestra of La Scala, 
with Jose Carreras (7200 3744) 


BNEW YORK 

Metropolitan Opera 20.00 Leonard 
Slatkin conducts Giancarlo def 
Monaco’s new production of La 
fanciulla dei West, with a cast led 
by Placido Domingo, Sherrili 
Milnes and Barbara Daniels, also 
Fri. Tomorrow and Sat matinee: 
Don Giovanni. Wed and Sat 
evening: Die Zauberfléte. Thurs: 
Un balio in maschera (362 6000) 


= PARIS . 
Bastifie 19.30 Myung-Whun 








’ Chung conducts Jean-Pierre 


Miquel's production of idomeneo, 
with Keith Lewis, Carol Vaness 
and Sylvia MacNair. Also Thurs 
and Sat (4001 1616) 

20.30 


Thédtre des Champs-Elysées 
Carlo Marfa Giulini conducts the 


Phitharmonia Orchestra in a Berg 
programme, including the Violin 
Concerto played by Gidon Kremer. 
Sy alla Trio Fontenay (4028 





@ STRASBOURG 

Palals des Congres 20.00 Jonathan 
Darlington conducts Tobias 
Richter’s production of Le nozze 

di Figaro, with a cast Including 
Danielle Borst and Jean-Marie 
Frémeau, also on Thurs. Wed and 
Fri in Thé&tre Municipal: Salieri’s 
Tarare (8875 4823) 

—— er ee ee ee 


@ VIENNA 


MUSIC 
Staatsoper 20.00 La fille mal 
gardee, Tomorrow and Sat. 
Tannhaduser. Wed and Sun: Boris 
Godunov. Thurs: La bohéme. Fri: 
La traviata (51444 2960) 

Voiksoper 19.00 La Cage aux 
Foiles, also Fri. Tomorrow, Wed, 
Thurs, Sat and Sun: Béjart Ballet 
Lausanne in Maurice Béjart’s new 
work Death in Vienna, with music 
by Mozart (51444 3318) 
Konzerthaus 19.30 Richard 
Stolzman clarinet and Klaus 
Thunemann bassoon join the Artis 
Quartet for a programme of 
chamber music by Beethoven, 
Poulenc, Brahms, Steve Reich and 
Gottfried von Einem. Tomorrow: 
piano recital by Peter Serkin. Wed 
and Thurs: Rafael Frihbeck de 
Burgos conducts the Vienna 


. Plano Concerto No 23 (252 


Burgtheater includes Jurgen 
Flimm’s production of Der 
Schwierige by Hugo von 
Hofmannsthal (tomorrow, Thurs 
and Sat) and a reading of 
Hofmannsthal's text for Der 
Rosenkavalier (Fri). The 
Akademietheater has Othello 
tonight, tomorrow, Thurs and Fri, 
followed by Botho Strauss’ 
Schiusschor on Sat and Sun, 
aa id by Hans Hoilmann (51444 
Ee ee ae ae 


= ZURICH 


Opemhaus 20.30 Recital by 
Montserrat Caballe, accompanied 
by Manuel Burgueras. The 
programme includes songs by 
Stradella, Paisiello, Vivaldi, 
Rossini, Granados and Turina. 
Tomorrow: Der Rosenkavalier with 
Edith Mathis as the Marschallin. 
Wed and Sun: Bob Wilson's 
preduction of Lohengrin. Thurs: 
Eugene Onegin. Fri: ballets by 
Bernd Roger Bienert and Pierre 
Wyss. Sat: il barbiere di Siviglia, 
(262 0999) 

Kirche St Peter 19.30 Borodin 
Quartet plays Shostakovich's String 
Quartet No 15, and Quartets by 
Prokofiev (227 2283) 

Tonhalle This week's events 
Include a concert by Yuri Bashmet 
and the Moscow Sololsis on Fri - 
(267 1600) and a Zurich Chamber 
Orchestra concert on Sun, with — 
Grigory Sokolov soloist in “= 
1 





European Cable and 
Satellite Business TV 
{all times CET) 
MONDAY TO FRIDAY 


Eurozport 
0800-0630 Internatlonal Business 
report 









0730-0800 Moneyilins 
1230-1300 Business Moming 
1330-1400 Business Day 
Business Today 
— a joint FT/CNN production with 
a review of business stories 
2900- World Business T: 
0100-0130 Moneyline 








Supercharne! 
2130-2200 (toes) East pee 
Report — weekly financial 






from FITV. 
2130-2200 (Wed) FT Susiness 
Weakly - a 





the latest round-up 
business news with James Bellini 
and Debble Middleton. 
2130-2200 (Thura) Talking Heads 
Sky Mews 
1200 Internationat Business 
rt 


R 
1150, 4730, 2130, 0430, 0530 
(Thura) FT Business Weekly 


SATURDAY 
CNN 










0730-0800 Moneyline 
0500-0930 World Business This 
tea - @ joint FTICNN production 
1000-1600 World Busineas This 


a10-2140 Your Money 
SUNDAY 







Superchanne! 
1800-1830 FT Susiness Weekly 








Sky News 
1390, 1690, 2030, 0090, FT 
Business Weekly 





CNN 
0710-0740 Moneyweek 

1340-1400 Inside acct 
1540-1810 Your Mo: 

ca World 2 Dusiness This 


1940-2000 Inside Business 
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ice is still some way off. This will 
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The priorities 
of the G7 





THE MEETINGS of the 
governors of the International 
Monetary Fund and World 
Bank are the one occasion of 
the year when economic devel- 
opment in the erstwhile 

World should be at the head of 


F 


erday 
overshadowed by the discus- 
sions of the group of seven 
leading industrial countries. 
These focused neither on the 

soblews of the Third World, 
nor on co-ordination among 
the countries of the First 
World, but on the dire straits 
of the Soviet Union, recently 
the dominant part of the Sec- 
ond World. This concentration 
of attention comes at a price: 
neglect of matters that are far 
more amenable to successful 
G7 action. 

“The ministers and gover- 

nors recognised that the Soviet 
Union and the republics are 
confronting seriqus economic 
and financial problems.” They 
did not need to go to Bangkok 
to reach this conclusion. When 
a former superpower is ae 
mated by the IMF staff to be 
experiencing a 12 per cent 
decline in gross national prod- 
uct this year, when its total 
budget deficit is estimated at 
some 30 per cent of GNP, when 
the only limits on the prospec- 
tive rate of inflation is the effi- 
ciency with which the printing 
presses are operated, it is cer- 
tainly confronting serious 
problems. The question is 
whether solutions exist and, if 
they do, what role the G7 can 
play in them. 


Clear commitment 


The G7 has called for “the 
introduction of comprehensive 
economic reform programmes; 
the clear commitment by both 
the centre and the republic 
authorities to the timely servi- 
cing of all financial ee 
tions; the establishment of 
operational framework for ful. 
filling existing and future 
financial responsibilities of the 
centre and republics; and the 
full disclosure of Soviet eco- 
nomic and financial data.” 
This is sensible enough, so far 
as it goes, as is the determina- 
tion to concentrate on techni- 
cal assistance, symbolised by 
the welcome given to the 
recent agreement on a 
oo Association with the 


The insane over-centralisa- 
tion of the Soviet Union has 
now created an equal and 
opposite political reaction in 
the form of a correspondingly 
powerful thrust towards decen- 
tralisation. Boris Yeltsin, has 
agreed to sign a treaty of eco- 
nomic union this week, but the 
significance of that event is far 
from obvious. He may not be 
able to deliver othe other 
republics; he may not even 


be able to deliver Russia. 

Comprehensive programmes 
of economic reform come from 
coherent states with coherent 
governments. When the Soviet 
Union had a government, most 
of its leaders did not wish to 
reform; and now that most of 
the leaders wish to reform, it 
no jonger has a government. 
The G7 cannot hope to deter- 
mine events in the Soviet 
Union. It should put its weight 
behind efforts to sustain inter- 
republican commerce. But it 
would be a serious mistake for 
the G7 itself to promote any 
particular political or economic 
solution, especially when 
reform is likely not merely to 
fail but to prove bitterly 
unpopular as well, 


Undue attention 

Fortunately, the G7 looks 
likely to avoid such errors. But 
it has not avoided the mistake 
of paying undue attention to 
the Soviet problem. This does 
not mean that more attention 
should have been paid to mac- 
roeconomic co-ordination, on 
which ideas circulating in the 
G7 remain confusing; that 
Japan's rising current account 
surplus should be reduced, 
even though the IMF empha- 
sises the need to increase 
world savings; or that the yen 
should appreciate, even though 
the desire for lower world 
interest rates is as likely to 
bring it down 

Debt relief is one area where 
more G7 action would have 
been desirable. The dire plight 
of many of the poorest develop- 
ing countries, despite decades 
of concessional assistance, 
deserves a more generous 
response, though it also 
demands hard-headed ques- 
tioning of the wisdom 
as much of that assis- 


Net the most im 
for decision by the G7 is the the 
completion of the Uruguay 
Round of trade negotiations 
within the General 


f Agreement 
on Tariffs and Trade. Mr 
Arthur Dunkel, Gatt’s director- 
general, has stated that texts 
must be completed by Novem- 
ber i for government approval. 
it is time for governments — 


| Either 
they will let the liberal interna- 
tional economy, which virtu- 
ally all those represented in 
Bangkok now wish to join, con- 
tinue on its remarkably suc- 
cessful way, or they will bring 
that 40-year process, so essen- 
tial for past western success, to 
4 premature halt. It is time for 
G7 leaders to face some diffi- 
cult political choices at home 
insted of delivering compla- 
cent lectures the need 
for painful economic adjust- 
ment abroad. 


Renewing the 
Commonwealth 


THE Commonwealth, that 
highly-diversified grouping of 
50 former British colonies and 
dominions, long ago lost the 
central role it played in the 
affairs of its member states. 
Britain, once its undisputed 
leader, has progressively lost 
interest in the association, as 
the focus of its economic and 
foreign policies shifted to 
Europe. Yet in spite this, and 
the acrimonious debate over 


should be given the coup de 


only inertia. It is the deeply- 
held feeling in many of the 
member countries that their 
common history, language and, 
to some extent, culture, are 2 
genuine justification for the 
continuing association. Sincere 
these sentiments may 
be, they are not sufficient. 

Unless the heads of govern- 
ment of the member states, 
meeting in Harare this week, 
can come up with some spe- 
cifie new common objectives 
and tasks, the organisation’s 
future looks bleak indeed. 


Propitious climate 

The climate for such a con- 
structive resporaisal | of the 
Commonwealth's role is con- 
siderably more propitious than 
it bas been for many years. 
President de Klerk’s govern- 
ment in asepecmc Africa oe made 


tee of apartheid, thus eS ee eat taking 
a 

some of the sting oe oo the 

increas 

tions debate which tae domi. 

nated successive Common- 

wealth conferences. 


That should allow much 
more time for a thorough 
examination of the priorities 
which the organisation's new 

secretary-general, Chief Emeka 
see set for So one 
monweal os nen 
proclaimed their attachment to 
democratic government, free- 
dom of speech and human 
Tights in general, one of the 
member states’ first tasks mast 
be to implement their own dec- 
larations. Joint steps should = 
taken to see these 
are respected. They could 
include technical assistance to 
those countries needing to 
strengthen their democratic 
institutions, an extension of 
scheme for elec- 


9 observer missions to coun- 

tries with nascent pluralistic 

systems, and the cre- 

ation of joint human rights 
monitoring missions. 


tise and specialise 
through the Commonwealth 
Fund for Technical a 


tion, could also be enhanced. 
, it could demon- 
ae its concern or the 


governmen 
If, at the same time, the 
Commonwealth is able to 
adopt a genuinely co-ordinated 
position for next year’s United 
Nations Conference on the 
Environment and Develop- 


ment, it will have 


ing in Harare will have to work 
hard to convince the aa aes 


and give the 
new ini image which 
it so desperately requires. 


iy : : so Se oe 


camera which you could use to 

take a photograph, display it 

instantly on a high-definition 
television or a computer monitor, 
send it in seconds to colleagues or 
relatives anywhere in the world, and 
edit and manipulate the image before 
making a colour print on a desk-top 
machine. 


It will be some time before you will 
be able to walk into your local camera 
shop and bay the necessary equip- 

ment. But already photographic, com- 
puter and electronics companies in 
the US, Europe and Japan are 
to ensure that they can le suc 
cameras when the technology and 
price are right. 

The key to these advances is the 
introduction of digital technology to 
the capturing, storage and transmiis- 
sion of images. Digital technology has 
already made a huge impact on 
another consumer market, the music 
industry, where the compact disc has 
largely replaced the vinyl record. The 
camera business has proved more 
resistant to the electronic revolution 
acatew the a -fashioned photograph 
provi a better quality picture 
than the digital ais that have 


As any photographer knows, how- 
ever, traditional pictures have their 
drawbacks. They become tattered and 
faded and occupy large numbers of 
shee boxes or photograph albums. 

Hence the interest of photographic 
and electronics companies in coming 
up with something better. Digital 
images could be displayed, manipu- 
lated, stored, and transmitted with 
great ease and speed while bypassing 
the traditional darkroom and its com- 
plex chemistry. 

The battle to provide a digital cam- 
era goes beyond the consumer mar- 

et. Electronic cameras could be used 
by the publishing industry and by 
news photographers. They are also 
ideal for businesses and institutions 
ranging from estate agents to hospi- 
tals, where convenient storage, trans- 


The digital still camera 
with the same number 

of pixels can take a 
photo with resolution 
twice that of a still taken 
off a video tape 


[= owning a pocket-sized 





mission and display is more impor- 
tant than achieving fine image 
resolution. 

Indeed, it is in the commercial and 
industrial sectors that the companies 
involved in electronic pictures expect 
to score their early successes. Many of 
those involved in new 
cameras doubt that the traditional 
photograph will ever be completely 
replaced in the consumer market. 
Nevertheless, aspects of the electronic 
imaging system will soon be available 
to ordinary photographers. 

The early attempts to introduce dig- 
ital cameras were not encouraging. 
Sony’s Mavica electronic camera, 
introduced in 1984, never took off 
because the image quality was too 
low and the price too high for ordi- 
nary consumers. In the past year, 
however, Toshiba and Fuji Film, both 
of Japan, have introduced digital cam- 
eras aimed at the business rather 
than domestic user 

As the world's largest film maker, 
Eastman Kodak of the US has moved 
to protect its market by announcing a 
product which combines traditional 
and electronic technology. Together 
with Philips, the Dutch electronics 
group, it is introducing a system 
which allows photographers to store 
pictures on a compact disc. These 
photographs can then be shown, and 
manipulated, on a television screen. 
Unlike the Japanese products, the 
product is aimed firmly at the mass 
consumer market. 

While a broad consumer market for 
wholly electronic pictures remains on 








Michael Skapinker and Steven Butler examine Seces BariedOy compere 


the impact of digital technology on 
photographic 1 images and equipment 





thin 


the distant horizon, the business and 
industrial market is already within 

The first big sale of Toshiba's new 
system was to Japan Airlines, which 
is using digital transmissions over 
high capacity ISDN (integrated sys- 
tem digital network) phone lines to 
link aircraft maintenance workshops 
at different airports. A second opinion 
on a repair job can be had in seconds 
by relaying a still video image. Me 
digital transmissions are 
cuts system that relied on instant 
Polaroid cameras and fax machines. 

Mr Sonosuke Togashi, manager of 
Fuji's electronic imaging products 
division, says his company made the 
mistake of following Sony’s lead and 
launched an electronic product in 
1985 aimed at consumers. Although 
sales were disappointing, Fuji did 
begin to establish a firm foothold in 
niche commercial markets — sellmg 
educational and image storage 
systems to dentists, construction com- 
panies, and hospitals. Mr Togashi 
does not see the digital system as a 
threat to makers of consumer film 
products, where users are interested 
in sharp images. He believes they will 
mostly be used by companies which 
need to distribute pictures to different 
sites or to customers. 

Since the launch of its electronic 
imaging products six years ago, Fuji 
has sold 150,000 machines in Japan 
that can read images stored on floppy 
disk and display them on a rideo 
screen. Fuji has built the business on 
the back of a service of transferring 
negatives to floppy disks. 

Mr Takeharu Niioka, senior man- 
ager of Toshiba's imaging and infor- 
mation systems division, takes a simi- 
lar view to that of Mr Togashi "We 
cannot imagine these products in 
househoid use.” he says. “We will 
never replace chemical photography.” 

While this may be true, there is no 
doubt that electronic cameras wil! one 
day take over part of the traditional 
photography market and could limit 
its growth. In five years or so, elec- 
tronic camera prices should fall to the 
several hundred pound ee. that 
puts them within reach of ordmary 
consumers. Fuji's recently-launched 
camera cost ¥650,000 (£3,049.) 

Some in the industry believe the 
traditional market will eventually 
stop growing and decline. Whether 
and how quickly that can happen 
depends on the development of four 
technologies: 

@ Charge coupled devices (CCD). 
CCDs are the electronic light sensing 
elements in hand-held video record- 
ers. They will require substantial 
development before they can be suc- 
cessfully used for photographs. The 
digital still cameras and high quality 
camcorders use 1/3 inch CCDs that 
have 400,000 pixels - picture ele- 
ments equivalent to grains of a photo- 
graph. The digital still camera with 
the same number of pixels can take a 
photo with resolution twice that of a 
still taken off a video tape. Even so, a 
400,000 pixel photo looks hazy when 

and cannot compare with 
the 30m plus pixels in chemical films. 

Mr Togashi believes, however, that 
a 1/3 inch, 1.2m pixel CCD, equivalent 
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to the standard for hign definition 
television, should be available in five 
years. This would make the resolution 
high enough for many publishing 
uses, perhaps even some glossy magz- 
Zines, although an obvious anality 
gap with chemical films will remain 
for big enlargem 


ents. 

@ Image compression. A single 
photo image, depending on the degree 
of resolution, can be translated into a 
prodigious amount of electronic infor- 
mation — enough to occupy an entire 
floppy disc, depending on how it is 
processed. In order to process, store 
and transmit the information effi- 
ciently, the electronic data must be 
compressed by using complex mathe- 
matical formulae and sophisticated 
integrated circuits. Fuji and Ricoh, 
the camera and office machine com- 





’  TRloppy disk 
—________-; cameras (analogus} 


A picture of 
es to come 

























Memory card 
cameras (digital) 





pany. 
dev 


@ Storage. Foji and use 
integrated circuit cards containing 
S-Ram (static random access memory) 
chips. Unlike the more commonly- 
used D-Ram (dynamic random access 
memory) chips, $-Rams rely on ordi- 
nary battery or electric ri pa and 


both claim some success in 
this 


electricity. The 

indefinitely, and are eae tie 
CDs. Toshiba's ae 
re accommodating 12 photos, 
while Fuji, using more a 
compression, can store 21 photos on 
an 8m bit card. They are, however, 
expensive. Fuji’s memory card alone 
costs Y150,000 (£672). 

@ Printers. Development of high 
quality colour printers at a reasonable 


Probably force the industry to rely on 


now sent out for prints. 
The flexibility of photo transmtis- 
sion also depends on increasing 
worldwide use of ISDN lines. Toshibs 


ecessfully transmitted pho-. 
Saco an Berlin. to ‘TOPO over 


seWhile J ese companies explore 
le 
the fagiimes ace commercial. market 
for elect ue pictures, 
attempting to ensure it does not 
left behind. Both Kodak and Fiji 
convinced the traditional photogrand 
still has Laced life in oo 
tal technology moves forw 
aig Mr Togashi, chemical fihns will 





Togashi, 
improve with faster speeds and even rd 


fmer resolution. 
Nonetheless, Kodak believes elec. 
tronic technology will a ae a. s role to 


in its 


it 


traditional mar! 
its joint project with sShiline to 


a system for storing. photo- 


on CDs. 
dak will launch the photo CD 


follow. “We want to establish our 
position in the market as the com 
Y that will spocity the way images 
are put into digital form,” says Mr 
aoa yet Rial var ae 
uct r 
dee pe ie pip hdr og 
necting a CD player to 2 
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here is an exception to 
the rule that British 


' St 

provides long-term. 
port to the companies in whi h 
it- invests. Since being set up in 
1945, 3i has invested in 11,00 
va nies, whose combined 
whose annual sales are £50bn. 
it still has holdings in 5,000 of 


“We have held on to share- 


J in well over 100 com- - : 
panies for more than 30 years,” | 


Said Sir John Cuckney, 3i’s 


. It is an example of the Ci 
taking a long-term view pity 
second sense. For 46 years, 3i’s 
own shareholders, the English 
and Scottish clearing banks 
= the Bank of England, have 


_ The paternalistic support of 
its bank shareholders has 
allowed Si to provide equity 
and loans of long maturity - 
long-dated loan stock - to 
small and medium-sized com- 
panies without demanding a 
quick payback. 

But those shareholders have 
at fast decided to sell ‘their 
holdings. The plan is for 3i to 
convert into an investment 
trust and be floated on the 
Stock Exchange in the spring. 
Most will dispose of all their 
shares, though National West- 
Minster and Barclays will keep 
reduced holdings, of about 15 
per cent and 10 per cent respec- 
tively. 

“It is all of a piece with the 
clearing banks’ disengagement 
‘from a series of consortium 
banks and joint ventures,” said 
one shareholder. At the begin- 
ning of 1990, they sold York- 
Shire Bank to National Austra- 
lia Bank and they are also 
planning to sell the Agricul- 
tural Mortgage Corporation, 
possibly by a flotation on the 
Stock Exchange. 

The reason for this with- 
drawal from joint ventures is 
that banks have become far 
more competitive. “We find it 
much harder to agree on a 
common policy for any busi- 
ness which we j own,” 
said one bank shareholder. 

3i's flotation was first 
mooted in 1984. Midland 
wanted to raise capital by sell- 
ing its 17.6 per cent stake, 
because its balance. sheet had 
been weakened by huge losses 
on its investment in Crocker 
National Bank, the California 


_ But just as the banks found 
it increasingly difficult to 


A flotation 


selling 3L ion required 
31 to change its articles of asso- 


number 800,000 and . 


Risky business may 
: Start to play safe 


Robert Peston says 31’s flotation next spring is 
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ciation and any such amend- 
ment needed the support of 75 
per cent of shareholders. 

“In practice, flotation was 
impossible without 2 unani- 
mous decision by the banks,” 
said one shareholder. “But 
unanimity has been very diffi- 
cult to achieve.” If one bank 
pushed for a sale, to raise capi- 
tal, another would try to block 
the flotation, believing it was 
in its own commercial interest 
to undermine the balance sheet 
of its rival. 

But this year the negotia- 
tions on the sale of 3i took on a 
new urgency. All the banks’ 
balance sheets have been 

hundreds of mil- 
lion pounds in provisions to 
cover possible losses on loans 
to both individuals and busi- 
nesses. Midland and Lloyds, in 
particular, would benefit 
greatly from an injection of 
capital. A flotation of 3i could 
raise close to £200m for Mid- 
land and £150m for Lloyds. 

The Bank of England also 
became keen to dispose of its 
14.69 per cent holding. It is con- 
cerned that its responsibilities 
and interests as an owner may 
be in conflict with its role as 
3i's regulator. But the Bank’s 
main motive for selling is that 
it is convinced that 3i is now a 
successful commercial enter- 
prise, capable of prospering 


without its support. 

It helped establish 31 in 15946 
as a contribution te the post- 
war reconstruction of Britain. 
di was then called the Indus- 
trial and Commercial Finance 
Corporation. It aimed to “fill 
the Macmillan gap”: a refer- 
ence to the former lord advo- 
cate, Lord Macmillan, who in 
1931, as chairman of a Royal 
Commission on Finance and 
Industry, pointed out that 
smail companies often had dif- 


Competition from 
new venture capital 
companies forced 3i 
to re-examine its 
overheads 





ficulty securing injections of 
equity or loan stock. 

The commission proposed 
that a new investment com- 
pany should be formed, which 
would act as an intermediary 
between small companies and 
the capital markets. The 
investment company would be 
big enough to raise capital 
through share and bond issues 
and would then inject the pro- 
ceeds into small companies. 

For the first 35 years of its 
existence, 3i expanded steadily, 


facing little competition. How- 


ness consultant Mr Graham 
Bannock shows that the num- 
ber of UK businesses rose from 


2.9m in 1990. As a result, 3i has 
made 44 per cent of ali its 
investments since 1980. 

The venture capital industry 
mushroomed. In 1981, there 
were only 44 venture capital- 
ists in the UK and in that year 
they invested £66m in 163 com- 
panies. By 1989, there were 124, 
investing a total of £1.42bn in 
1,302 companies. 

$i was no longer a virtual 
monopolist, but it still domi- 
nated the industry. In the same 
year, it made 743 British 
investments worth £497m and 
generated a total after-tax 
return for its shareholders of 
£231m. 

But the competition from 
new venture capital invest- 
ment companies forced it to re- 
examine its overheads. Staff 
numbers have been cut by 25 
per cent over the past two 
years. Last week's casualty 
was Mr Derek Sach, who left 
his post as a group managing 
director in charge of UK invest- 
ments after 19 years with the 


company. 
In 1989, it began to “refocus 
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Tiaicnel rail link: welcome reflection 


of London development strategy, but 
massive bottleneck beckons 


From Mr Martin Stmmons. 

Sir, Your conclusions regard- 
ing Malcolm  Rifkind's 
announcement of the Channel 
Tunnel rail link (“Undermin- 
ing: the tannel”, October 10) 
are too pessimistic and 
short-term as bene- 
fit of the choice to the London 


region. ; 
We must look to the situa- 
tion in London in 2000 and 
beyond, and not the London of 
the 1990s. Our vision of the 
capital’s development is an 
“eastern sunrise”, reversing 
the tide of modern history 
which has attracted growth 
westwards from central Lon- 
don to an extent which is ro 
longer sustainable. East of the 
centre we have capacity for 
new growth based largely on 
the recycling of previously 
urbanised land. It is starting 
with Docklands, but the oppor- 
tunities extend through oa 


create the highest levels of 
accessibility in the London 
region and so attract invest- 


From Mr J A Pickup. : 
Sir, Mr Sawyer’s 
high-minded censorship 
Albright & Wilson’s effluent 
discharge at Whitehaven 
(Letters, October 10) stands 
incongrnously alongside the 
antics of the 23 Greenpeace 
activists who “attacked” our 


ger to our plan 
themselves in the process. 
They have been remanded to 
appear in court on a charge 
of criminal damage on Novem 
ber 


a, 
The Albright & Wilson pro- 
cess discharges ee 
mineral phosphate rock back 


tinue to be much redevelop- 
ment at the centre, but the 
emphasis will be on quality, 
and lower employment densi- 
ties. I expect that, overall, the 
number of jobs there will start 
to decline. The growth in 
employment, and the future 
stimulus to commuting, will be 
in the east. It is beginning with 
Canary Wharf, and the demand 
for staff will continue as the 
opportunities at Stratford and 
down-river are taken up by 
business parks and leisure 
schemes. While there is likely 
to be much new housing in the 
developments, an advantage in 
attracting job growth this side 
of London is that new firms 
can also draw on areas such as 
north and east Kent with 
i ide new staff. 


visory 
arguing for the choice of route 
to reflect the development 
stratezy for the London region. 
Let us, » welcome 4 
transport decision which is 
taken on strategic and not pure 
transport criteria. Let us be 
thankful that it will underpin 
London's future prosperity as a 
world and capital city in the 


new Europe. 

Martin Simmons, 

London Planning and Advisory 
Conumitiee, 

Eastern House, 

&10 Eastern Road, 

Romford RM1 3PN 


the overall load to the environ- 
ment from the effluent cannot 
exceed the total quantity of 
heavy metals prescribed in the 
legal consent. in fact, in 
1990-91, we have discharged 
less than 75 per cent of our 

i level in the consent. 
All Greenpeace demonstrated 
in the recent court case was 
that it was possible to gather 
an unrepresentative sample 
from the outlet pipe at a single 
point in time. 

Mr Sawyer’s reference to 
consent exceedences on 70 per 
cent of occasions relates, as 
Greenpeace well knows, to 
higher: concentrations of met- 
als because we were using less 
water at the request of the 


From Mr Alan Cornish. 

Sir, The government's deci- 
sion on the Channel Tunnel 
rail link route must surely call 
into immediate question cur- 
rent plans for the Al2 (Hack- 
ney Wick to M11 Link Road) 
improvement. Construction is 
due to start within six months. 


er Terminal and relo- 
cated Spitalfields Market at 
Hackney - to the M11/M25, 
and the national trunk road 
network. Yet this “improve- 
ment” would have only two 
lanes in each direction, and no 


tually im ible. 

In that context it was 
heavily criticised by objectors 
through successive public 
inquiries on grounds of under- 


ing such a massive bottleneck 
would be totally ludicrous. 
Alan ish, 

détrector, 

Afco 

2i 


Tennyson Ave, 
London Ell 2QN 


n’s discharges 


authority which controlled our 
discharge; no more metals - 
just less water with them - 
and no greater environmental 


sped a trocees that wil sooty 
ap 

eliminate the discharge of 
heavy metals into the Irish Sea 
during 1992. Nothbi that 
Greenpeace can do will speed 
this project up. We must hope 
that it will not attempt to do 
anything which could slow it 
down. 

J A Pickup, — 

Albright & Wilson, 

PO Bor 3, 

210-222 Hagley Road West, 
Oldbury, 


Warley, 
West Midlands 


Oxfam’s 
‘positive’ 
response 


From Mary Cherry. 

Sir, Ironically, the day Ansel 
Harris's letter was published 
(October 10) criticising the 
recent inquiry into Oxfam's 
political activities, the Interna- 
tional Monetary Fund warmed 
the international community of 
the desperate plight of 30m 
people facing starvation in 
Africa. 


Oxfam and other agencies 
have long been urging the need 
for a greater response to the 
famines in Africa, drawing 
attention to what we believe 
are the underlying causes of 
this level of want. Unless these 
underlying causes are tackled 
then the 1990s could easily 
become the “decade of disas- 
ters" predicted in our recent 
“Fairer World” report. 

Oxfam's trustees have 
responded positively to the 
Charity Commission inquiry 
and co-operated fully with it. 
Those specific activities which 
the inquiry found unacceptable 
have been discontinued. The 
chief charity commissioner 
has, however, clearly stated: 
“It is not the intention of the 
law, nor the business of the 
courts and the Charity Com- 
mission, to staunch the contri- 
bution of charities to public 
life... Charities have a wealth 
of knowledge and experience to 
bring to bear on the solution of 
problems and not solely on 
their treatment”. 

For those facing famine in 
Africa and desperate poverty 
elsewhere in the world, agen- 
cies such as Oxfam can mobi- 
lise immediate relief and sup- 
port longer-term development 
projects. But our long experi 
ence of this work indicates 
that our role as witness and 

nently catalyst to action 
by the wider international 
community is often the only 
effective action in the face of 
such enormous odds. We wel- 
come the recognition by the 
Charity Commission of this 
vital role and clarification of 
where the appropriate bound- 
aries lie for permissible activi- 
ties by charities in this diffl- 


cult area 
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on its core”. It decided not to 
take oh any new property 
developments and to sell all its 
properties over a period, A 


Samuel Brittan 


Two nightmares before 
the world economy 





management consultancy ser- 
vice for smali companies has 
been closed down and 3i has 
reduced its exposure to the 
most risky forms of invest- 
ments, the ing of brand 


said that 
about 50 per cent of 3i's assets 
are in the form of “develop- 





ment capital” ~- sizeable Two rival fear that further forced interest main industrial countries. 
investments in comparatively ,» |nightmares rate cuts by the Fed would con- The IMF hopes that these 
well-established companies. ) tare confront. stitute a serious inflationary pressures will be offset by the 
The funds are provided for pro- ing world risk resumption of the trend 
jects whose profitability can be economy My own objects in writing towards budget balance in the 
measured. “We look for an watchers: about the very low world mon- industrial world once world 
earnings stream from any monetary etary erowth was neither to recovery gets into its stride. If 
investment,” said Mr David * slump and cry doom and gloom nor to corrective fiscal action is not 
Marlow, 3i’s chief executive. inflationary reassurance. The boy taken, the IMF fears that world 
3i’s expertise has always | risks. who cries wolf when is real interest rates will be 
been In supplying finance, not The evidence on the possibi: no such animal around may nearly half a per cent hi 
in the active management of | ity of a monetary slump was one day tum out to be right. than i (and 


presented in my Economic 

int October 3. In a sen- 
tence it is that broad money 
supply growth in the Big Five 
industrial economies has 
slowed to a crawl The article 
was predictably and gloatingly 
seized upon by some UK tech- 
nical monetarists, who said 
“we told you so” in their ear- 
lier warnings about the defla- 
tionary impact of Britain's 
exchange rate mechanism 


businesses. It takes minority 
stakes in companies and has 


equity investment. “Usually we 
realise the investment at the 
instigation of the customer,” 
said Sir John. This abdication 
of control over when capital 

are made is what forces 


pressures. 
Unfortunately we cannot 
gains v j t defla- 
31 to demand dividend pay- 


ust hope that the 


tionary and inflationary 


ments from customers. memibe : ment in parts of the US (and threats will just offset each 
Much of the rest of 3i’s Unfortunately such critics perhaps ish) , Other. But thinking of them 
investments are injections of | cannot tell the ditierence as in the Austrian of together, the germ of a poli 


replacement capital, or deals 
which involve it buying exist- 
ing shares in a company rather 
than adding to that company's 


a forest Gre There is an alter- 
native interpretation of the against better 

judgment by rock-bottom inter- 
An antidote to 
monetarist gloom 
could be 2 more 
generous attitude to 
aid to former 


from central and eastern 
Europe and the former Soviet 


Union. Such structural and 
investment aid might be a 
more secure basis for world 
recovery than forcing more 
credit on overborro west- 


being the management buy-out 
— are also relatively less risky 
than providing start-up 


Mr Marlow said 31 would 
have concentrated on less 


dent one, which marches in 
time with economic activity 
and inflation. It slowed with 
the world economic 

and will pick up if activity 





risky customers, w tT or | recovers in line with Interna- erm companies in the service 

not it was going to be floated. | tional Monetary Fund and g¢egmmumist countries «ctor. 

Reanties eed cotta tee sate other mainstream forecasts. ee eee 
its share = = . i 

holders for funds. The last time response from the followers of est rates and leaning on bank cit in the west, and 


in the US, is that it the 
fiscal weapon unusable on the 
administration has been trying rare occasions when there 
to do)? The question is not is a wolf at the door in 
a ee ee the of a threat of slump. 


regulators to relax their pru- 
1975. dential standards (as the US 
There is no reason for 3i to ini 
become more risk averse, fol 
lowing flotation, according to 
Sir John. Its existing invest- 
ment policy allowed it to come 
the recession, which 
business sector asking 
Nor unfortunately do the 


ending on March 31. 

Small companies are, how- 
ever, concerned that 3i’s 
investment horizons may be 
shortened when its bank share- 
holders sell. 3i's new owners 


provide, and on what terms, 
for the former communist 


banks, in their demands for 
returns from 3i, is understand- monetary ease 
able. by purchasing securities. They 
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Ist Sterling Interest Rate Swaps 
Ist Sterling Swaptions 

Ist Sterling Caps, Collars & Floors 
Ist Sterling Currency Options 
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Kohl calls for end to racist violence 


By Quentin Peei in Bonn 


RACIST ATTACKS against 
immigrants and asylum seek- 
ers flared up across 
again at the weekend. as last 
week's cross-party compromise 
on tackling the problem 
appeared to be falling apart. 

German chancellor Helmut 
Kohl issued his strongest con- 
demnation yet af violence 
against foreigners, saying the 
actions were “a shame for our 
people”. Yet his criticism was 
still tempered by an insistence 
that the veal problem lay in 
abuse of the country’s liberal 
asylum laws, and he merely 
described the attackers as 
“fools and criminals”. 

Several state governments, 
both rightwing and leftwing, 


indicated that they were 
unwilling or unable to imple- 
ment plans for speeding up the 
processing of asylum selene: 
tions to six weeks, and for 
rehousing would-be immi- 
grants in mass_ collection 
camps. They include conserva- 
tive Bavaria and Baden-Wiirt- 
temberg, and the Soctal Demo- 
crat (SPD)-Green party 
evalitions in Hesse and Lower 


al the same time last week's 
compromise has failed to 
defuse the political row over 
the issue, Mr Kohl's own Chris- 
tian Democratic Union (CDU) 
has now formally made its 
demand for a change in the 
German constitution to limit 


the right to asylum. That 
border the 


give 
Tight to turn back asylum-seek- 
ers from countries “where 
there is indisputably no politi- 
cal persecution”, according to 
Mr Wolfgang Schduble, the 
interior men eter, who 


announced 5 

The SPD has for its part 
flatly rejected any constitu- 
tional amendment aaich 


would “ undermine o 
abolish” Article 16, grantive 
asylum, oe to Mr Bjorn 
Engholm, the a leader. His 
predecessor, Mr Oskar Lafon- 
faine, said at the weekend the 
immigration compromise was 
“extremely fragile”, warning 
that it failed to tackle the big- 


gest problem, immigrants from 
eastern Europe claiming Ger- 
man ancestry - the so-called 
Aussiedler. 

One reason why Germany 
currently has so many asylum- 
seekers - 200,000 are 
this year alone - is it 
allows no regular immigration, 
except for Aussiedler with a 
German background. There 

ussiedier 


weekend was on a building in 
the Bavarian town of immen- 
stadt housing seven asylum- 
seekers. A gang of eads 
broke into the house and 
started a blaze which 


destroved the building. 

Two of the ai Gn tracking 
seriously injured, 
toh lave atmapel 
from an upper floor. 
men were aso injured fighting | 


ing to jump 


attacks 
in the Industrial areas of North 
Rhine-Westphalia, including : 
two unsuccessful attempts to! 
ny t hostels. 
Professor 
Schwind, £ the gov- 
ernment commission on vic- 
lent crime, warned of a rising ' 
spiral ef violence, not only ; 
with gangs epg racist ! 
ar across sad cater el Gn 
violence to fefend nace 





Croatian authorities reimpose blockade on barracks in Zagreb 


EC relief eae reaches Vukovar 


By Judy Dempsey in Vienna and Laura Silber in Belgrade 


A BUROPEAN Se aprer -led 
convoy carrying humanitarian 
aid to Vukovar, eastern Croa- 
tia, yesterday succeeded in 
negotiating safe passage to the 
besi city after Serb reserv- 
ists and federal army units 
shelled and completely 
destroyed nearby villages. 

The convoy was part of a 
ceasefire accord agreement last 
week between EC monitors in 
Zagreb, the capital of Croatia, 
the Yugoslav federal army and 
Croatian forces 

The accord also stipulated 
that Croatian forces lift the 
blockade on the Borongaj bar- 
racks in Zagreb. Both candi- 
tions should have been falflled 
on Saturday evening. 

But the Croatian authorities, 
angered by attacks on the 
humanitarian convoy, reim- 
posed their blockade on the 
barracks on Saturday night 
after allowing one of the mili- 
tary convoys to withdraw from 
the republic into the neigh- 
bouring central Yugoslav 
republic of Bosnia-Hercego- 
vina. 

The attacks on the convoy 
clearly indicate that any orders 
given by General Andrija 
Raseta, deputy commander of 
the federal army's Fifth Mili- 
tary District in Croatia are 
elther being ignored, or are not 
a through to the local 

ve 

“There are extreme groups, 
on both sides, who are waging 
their own war against each 
other in the republic,” an EC 
monitor said. “These fanatical 
groups are not interested in 
peace. The hatred is now very 
deep. This convoy has been 


Economic 
model 
review 


By Peter Marsh in London 


THE UK Treasury may 
coniract out to the private sec- 
tor the task of wpdating its 
computer model of how the 
economy operates -— an impor- 
tant part of the government’s 
economic forecasts. 
Implementing this plan 
would give the Treasury's eco- 
nomics team more Scope to 
concentrate on other aspects of 
economic policymaking, such 
as the implications of stronger 
links with the rest of Europe. 
By introducing the Treasury 
to new ideas on how to analyse 
economic change, the move 
would also answer criticism 
regs the has failed to 





nomic boom and the recession 
which followed. 


It is a key component in the 

Treasury's forecasting exer- 

. the results of which are 
published twice yearly. 

Under the most radical 
option the Treasury ee 
which is more than a decade 
old, would be scrapped entirely 

would con- 
tract outside forecasters to pro- 
vide economic modelling ser- 
Vices. 


The leading candidates 
would be independent forecast- 
ers such as the London Busi- 

ness School and the National 
Institate for Economic and 
Social arch, which have 


A Yugosiav soldier takes cover during gunfire in PFakrac, Croatia 


caught in the middle,” he 
dded. 


a i 
Meanwhile, the United 
Nations yesterday started a 
fact-finding mission to Yugo- 
slavia in an effort to find some 
solution to the crisis. Mr Cyras 
Vance, the former US secretary 


EC nears agreement on energy 
tax to combat global warming 





of state, held talks with Mr 
Ante Markovic, the federal 
prime minister, who now 
wields no authority or influ- 


resignation 
Veliko Kadijevic, the federal 


By David Gardnerin Amsterdam 


EC ENVIRONMENT ministers 
reached what Brussels ae 
described as “a turning poin 

im Community aaeitenent 
policy over the weekend by 
accepting in principle the 
European Commission’s plan 
for an energy tax to combat 
global warming. 

This green light for Brussels 
to bring forward a draft direc- 
tive must be formally agreed 
by a joint environment and 
energy ministers’ meeting in 
December, and would gee! 


But the weekend agreement, 
at an informal EC environment 
council in , already 
follows last week's provisional 
approval by the council of the 
Twelve's finance ministers. 

Mr Carlo Ripa di Meana, EC 





G7 will sustain help to Soviets 


Continued from Page 1 


making Interim Committee, Mr 
Theo Waigel, Germany’ 8 
minister, sai 

contributions to the Soviet 
Union ~ in the form of grants, 

, guarantees and other 
finan instruments -— had 
added up to 2.5 per cent of 
gross national product since 
1989. Germany was “at the lim- 
its of its capacity” to help, 


outside Europe to contribute ‘o 
a . oo and fair sharing of 


environment commissioner, 
said with some relief that “no 


the G7 and the representatives 
of the Soviet Union and the 
republics as “historic”. 

Mr Alan Greenspan, the 
chairman of the U7: 
— 


to the west “a a level of detail 
that is unp 
Mr Grigory Yavlinsky, the 
young, economist who 
is now in charge of the Soviet 
economy, on Friday gave 
‘agreement of 10 
republics to oa a ueaty 3 set- 
ting up a “ne' 
He cireanod that the G7 G7's 


defence minister. A statement 
by Yugoslavia's federal govern- 
ment yesterday said Mr Vance 
“was interested in hearing 
about the genesis of the Yugo- 
slay crisis and about the pro- 
gramme of reform carried 
out...” 


cally neutral, offset by tax cuts 
in other areas. The opposition 
of energy intensive industries 
such as petrochemicals and 
should be blunted, Brus- 
sels officials say, through the 
atin ——— = 
partners su as 
US adopt equivalent regimes. 

Mr Ripa di Meana said there 
was now every chance the EC 
could take a “legal and binding 
commitment” to reduce CO: 
emissions to next June's worl 


US ~ responsible for 23 per 
cent of worla CO, emissions 
against 13 per cent from the 
EC — has refused to commit 
ftself to cutting emissions and 
eschewed fiscal weapons 325 a 
means of doing 30. 


the German people at the end 
of the 1940s -- that they must 
push through large-scale 
rms,” sai 

A statement issued after the 
meet listed four essential 
conditions that the Soviet 
Union and republics must 
meet. were: 
@ the introduction of compre- 
hensive oe reform pro- 


@a cea commitment to the 
Pais carrarsoe aul netic 


° the establishment of an 
onal framework for ful. 
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Four back 
Hill claim 
against 
Thomas 


By Lionel Barber and 
Reuter in Washington 


FOUR acquaintances of 
Professor Anita Hill, the for- 
mer aide who has accused C 
Supreme Court nominee Judge 
Clarence Thomas of sexu2! 
harassment, said yesterday 
they first learned of the inci- 
dents from her 2 decade ago. 
“She told me she was being 
subjected to sexual harassmer? 
fy her boss. That poss was 
Clarence Thomas.” Ms Susan 
Hoerchuer, a workers’ comper- 
$ation judge in California. roi 
the Senate judiciary commictee 


a 
| 


| 


Hans-Dieter 


{ 
1 


eee eee 


HIS column will try to 

persuade you to con- 

sider what looks at 

first sight a quite 

bizarre proposal; but first, two 

saws in the wind. The Amert- 

can delegation in Bangkok has 

been murmuring gloom since it 

arrived, and now US Wr agatd 
secretary Nicholas Brady has 

made it official: in the US view, 

the DEF forecast of 2.5 per cent 

rid growth next year looks 

over-optimistic, 

“We should be on a guard 

| against disappointment,” he 

| says, speaking no doubt from 


experience. This 

| Sree time that the economists 
of the IMF have been accused, 
even provisionally, of taking a 
on eae but the a 
wan or stagnant 
sales, and the dire warning 
about both US and British 
prospects from Ford Motor, 
make Brady’s warning sound 


: like commonsense. 


Sm ee Ee gm yp eee apeaywees 


eee ae Ree eee ee 


in describing a cal! from Prof ' 


Bill soon after Ms Hii beceme 
an assistant to Judge Thoms 
in 198L 

“Anita 
Tnomas had repeatetiy asked 
her out. She told me ske head of 
course refused. She szid he 
wouldn't teke ro for answer” 
said Ms Hoerchner. 

Similar statemenis were 
made by Mr Joel Paul, Ms 
Ellen Wells and Sir Joh: Carr. 
who knew Prof Hill in difering 
capacities. 

Their testimony caire on the 
third day of the comsnittse’s 
investigation into allegations 
i. Prof Hiil against Judge 

omas, which he has categor- 
ically denied. 

Judge Thomas's supporters 
were due to address the com- 
mittee later yesterday. 

Prof Hill, now working at the 
University of Oklahoma, told 
the committee last Friday that 
Judge Thomas had tried to 
date her while he was her boss 
at the US Education Depart- 
ment and the Equal Employ- 
ment Opportunity Commission 
in the early 1980s. 

When she refused, Prof Hill} 
testified, Judge Thomas 

her with descriptions 
of explicit pornography. Judge 
Thomas has called the hear- 
ings a “high-tech lynchine”. 

Prof Hill’s allegations forced 
the Senate to reopen heari 
on Judge Thomas's nomination 
and delay a vote on his confir- 
mation to the nation's highest 
court until tomorrow. 

Shortly before the hearings 
resumed yesterday, President 
George Bush said he expected 
the judge to be confirmed. 

Earlier yesterday, a call for a 
review of the confirmation pro- 
cess for the appointment of 
senior public figures came 
from Senator George Mitchell, 
Democratic majority leader. 

He said the Judge Thomas 
hearings had contributed to 
declining confidence among 
Americans in their political 
institutions. 


A new low in meledrama, 
Page 2 


Chernobyl! 
accident 





he also said this accident 


their own models. he meetings took up two involvement with the Soviet eee ent fue See, 

A less radical approach. days of an unprecedented Union legitimi the very s of jeal pressure to shut down 

would be to three-day G7 meeting ee and te Te Cherno yi and other nuclear 

rate Treasu model but to Although they ended without Mr Waigel said Mr Yavlinsky @ and the disclosure of Soviet 

augment it with are pro- | hard financial decisions, Mr assured the up that economic and data. certs neko out con FAERY 
ow Norman Lamont, the British time was politi tically ripe for The Seviet representatives night and was on 

chancellor. and other G7 minis- reform. “The Soviet people requested a continuing dia- at 2am on Satar- 

Observer, Page 16 ters, hailed the talks between have accepted — rather like logue with the G7. 
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It aiso seems to be the bnsi- 
ness view, for CitiCorp, Amer- 
ica's biggest bank, cut the rate 
on its NOW accounts (interest- 
beering checking accounts) to 
a bare 2 ik cee lat Siok: 
jue must make =e grey- 

nostalgic, and younger 
aie may be surprised to 
discover that there is any such 
thing es 2 2 per cent rate of 
Interest, It is cert2iniy not the 
Eind of return offered by a 
bark gearing up for expansion. 

There is nothing new, of 
course, about warnings of stag- 
razion. er worse. We have 
he2rd them for some years 
from believers in the Kor«ra- 
tie wave and other eccentrics; 
more recently, the more robust 
monetarists have joined in, 
and now quite a laree herd of 


, Gears recommend a switch out 


nn oeeee es oe a me ee 





said Clarence ; OF tities into bonds. All the 


same. the bearish case 
eserves closer attention than 
mest Deonte have yet given it 
When it appears to heve the 


: Waite House benird it. 


For British investors, it is 
bossibiy a double hit. The 
economy may follow the US 
path to 2 series of false dawns, 
which implies a sharp down- 
ward revision of the profic fore- 
Casts Wiich sustain the equity 
marxet: if it does, there is a 
clear political implicatioz: a 
hung parliament, or perhaps a 
Labour government. In the 
short ran, this looks threaten- 
ing for equities tthough in the 
longer run. Labour govern- 
ments have 
tor industrials), it hardly Icoks 
like a buy signal for gilts, 

er. 

This implied threat looks 
like a purely British dilemma 
However, if you restate in 
purely economic terms ~- a 
really bad recession could 
bring in a potentially inflation- 
ary regime - you are talking 


Breaking the mould © 
in UK equities «=. 


Now UK equity waichers have 
a real choice of information systems. 

Reuter UK Equity Focus — the 
information service for today’s 


equity specialists, 


We've been providing global 
equity services for many years, 
but we'te relative newcomers in the 
UK market. And we're determined 


to jump ahead. 


Using Reuters, you.can tailor 
the screen display quickly and 
easily to fit your needs to conipare 
information. And you can keep an 
eye on developments in other 





ee 


Indexed bonds: a hedge’ 
against deflation © 








‘By Authany Harris 


internationally. Already, the 
accuse the US of a 
potentially inflationary mone- 
tary policy (another first, 
surely), the Bundesbank is at 
loggerheads with the chancel- 
lor, and the Soviet Union is 
visibly turning into the 
fiscal hole in the ground in 
history. If things get 
worse in the west, and espe- 
cially if the financial system is 
seen to be tottering again, anti- 
inflationary caution may very 
suddenly ge out of fashion. 





Any government 
which feels that the 
market is doing less 

than justice to its 

anti-inflationary 
intentions could try 
this good-faith 
guarantee 


ow can you hedge 
both against pra- 
longed deflation 
and renewed stag- 


lation (here defined simply as 
4 situation in which govern- 
ments burn money to keep 
warm)? Bonds will hardly do, 
and only the most defensive of 
equities would begin to qualify; 
but the British investor has 

indexed 





sugges- 

tion was made by Roger Bootle 

of Midland Montagu, in a semi- 

nar to launch his up-dated 

book on indexed. The point 
unexpected that all 





markets which affect your own. | aT ee Me. : 

There's Reuter news, too, ek vi Sta, 
Not just company announcements, __ ; os. ae aie 
but breaking Stories from the UK -* os oh, ee A seh hae a : 
and from around the world which on 









bebr &b (9H) SNOHdT TAL 
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r cent — for a long periog, 
{A prudential, CitiCorp-style , 
erunch, which is what the : 
White House fears, coulg . 
endure for as a -@S it takes - 
to reconstruct the balance 


In such a world, the guaran 
real return Of 3.5 percent 

now Tene in imdexeg _. 73324247 
would be highly attractive :~i * 
Further, if real interest rates — 
fell in such a recession, 
indexed, with their low run. 
ning return, would show a 
geared-up price response; 
do not, caren m the abort a 
respond to falling inflation, but 
are more sensitive than con. _ 
ventional bonds to changes ‘in 
real rates. If real. rates fel] 
while inflation rose. {the stag. 
fiation possibility), - indezeq 
would give double protection. 

In fact, a cover the 
ae ae lose _onty .at- the 
they wo = & 

ther a depression  —~ 





cisely the circumstances of. ir « 
Bootle points out in his book, | ww 25 e730! 
could not = * co 


etme classes, of readers in 

less experimental coun 

may be feeling jealous by now: See a 
investors, who are not offered “* ~ sles 


the officia] side, but from 4. eee 
threatened market maker, 

Salomon — Brothers. Again, = 
never again. “ol oe 


instantly impact UK equity prices, : : ne ee oe 
oe ee, ” 
And we recognise the uk be oll a veg ae eso 
Pressure on information Equity a aye. 3, ae 
budget. UK EquityFocn SORES 
can reduce your costs and give you peer eS. dak he ‘, a 
the infonnation you need most. - = 2 ee. i 
It could be the break you've | ; it oes ei 
been waiting for. ‘ ts < 7 
ig .™ he Fa i aig 
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Collection and Credit Management 
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dence. so 
Waiting for action 






week as 
Bangkok. Page 21 


THE ramifications oe the 
Soviet Union’s economic crisis 
seem endless. 

Not only is the crisis the 
dominant theme at this year's 





the Soviet Union and Yugo- 
slavia. 
The D-Mark is a favoured 


to Hind that it had 
been quartered in a hotel 
where all transactions were 


inger, the Bundesbank presi- 
dent, a quickening of the M3 
eth rate to 5 per cent is 


lik 
So iong as the D-Mark notes 
ar hall ocad used outside Ger- 
many. they should have no 
impact on German domestic 
monetary conditions and there- 
fore would be neutral from an 
inflationary viewpoint. But the 
aoa eebank admita that it has 
no clear idea about the volume 
of cash circulating outside Ger- 


Meanwhile, Mr Schlesinger 
fears that Germany's inflation 


pry ] 


Nova cuts payout 
to pay for expansion 


. Nova of Afberta has cut its quarterly dividend 
“by more than half and delayed plans to hive off 
its gas pipeline and chemicals businesses into 
two separate companies. Nova said the cut in 
the dividend, from 13 cents to 6 cents a share, 

‘was needed to conserve cash for the costly 
‘expansion of its pipeilne network in the face of 
the weak petrochemicals market. Page 19 


‘UK link for Pittsburgh Skpot 


FB 
The English accent of Mr Michael Bell of BAA, 
the privatised former British Airports Authority, 
is a sharp contrast to the mid-Western drawl of 
the peopie surrounding him in the new $600m- 
plus Pittsburgh airport compiex now being 
built. The site, stil! a morass of dangling wires, 
concrete slabs and genera! construction 
debris, is where BAA has tendered for, and 
won, a contract to handle the retail space and 





| Some sort of solution 
As the first round closed in an auction for 
‘Executive Life of California, the seized Los 
Angeles-based Ingurer, “some sart of solution” 
‘| seemed an appropriate phrase. On the one 

| hand, @ respectable number of “bids” -- eight 
had been submitted by the deadline, 
and policyholders’ prospects looked better 

‘| than six months ago. But on the other, the 

|' quality of certain proposals seemed in doubt. 







_Alllance rumours scotched 


Invergordon Distillers, the Scotch batho group 
‘| facing a £350m hostile bid from Whyte & 
| Mackay, the UK drinks arm of American 
Brands, denied it was considering cross-share- 
holdings with any group to keep its indepen- 

8 







The hope of action on several bond-sensitive 
economic issues brought the international : 
bond market.to an abrupt halt at the end of last 
participants waited for the outcome of 
G7, IMF-and related meetings taking place in 











BRITISH AEROSPACE's chief 
executive plans a whirlwind tour 
of institutional shareholders over 
the next two weeks to drum up 
support for the company’s £432m 
($743m) rights offer. 
On Friday, the company’s 
share price closed at 37lp, well 
ice for the new 
visers believe the 
share price must rise above 400p 
in order to induce shareholders 
to take up their rights. The offer 
closes on October 28. 
In a move which underscores 









or the first time since the 

stock market crash of 
erwriters 

are facing losses on two, possibly 
three, major UK rights offerings, 
throwing the fate of other 
planned cash calls into question. 
The imminent failure of the 
rights issues threatens the com- 
placency with which merchant 
bankers, brokers and institutions 
themselves view the process of 
calls. “In the last seven or 
eight days, the underwriting mar- 
ket has definitely deteriorated,” 
said a roe broker at one 


leading finance house. 

Rights offerings for British 
Aerospace, Hillsdown Holdings 
and Asda totalling more than 
£lbn ($1. 72bn) nee been 



















offer price of the new shares —- 
making it unlikely that institu- 
tional sub-underwriters will be 
abie to unload their stakes profit- 
ably. Since investors can buy 
shares more cheaply in the open 
market, it makes little sense to 
Peon via the rights sering 

m via 
Indeed, several major institu- 
tional shareholders in British 
Were said to have sold 

















: wae participation. The institu- 
ms, realising they are Soe to 
be ‘stuck with new stock, are tak 
ing steps to avoid increasing 
exposure te the company. 
By last Friday evening, shares 
in BAe closed at 871p, below the 



















the beai 
18 Jms Capel (Far East) 19 shareholders 
Alcan Aluminium 18 Nova Corp a. oe lees ware cash to put tuto the 
“Invergordon 18 Rodamco 19 . to be 
Whyte & Mackay 18 choosy about issues. 









According to data from WM 


the company’s concern about the 
possible collapse of its rights 
offer, BAe’s interim chairman, 
ir Graham Day, plans to visit 
institutions individually to 
deliver an upbeat assessment of 
the company's prospects. 
ae oe a company's 
ture direction, Sir Graham is 
expected to tell Shareholders that 
BAe is considering the appoint- 
ment of a US-style chief operat- 
ing officer ae! will report to Mr 
hief executive, and 
who will also have a seat on the 


company’s board of directors. 

Institutions had raised ques- 
tions about the company's 
long-term strategy an al 
reporting systems r learning 
that it did not know the full 
extent of its first six months 
financial performance until well 
after the end of the period. 

Also, Sir Graham is expected to 
reiterate the company’s opposi- 
tion to a merger of its defence 
operations with those of GEC, 
telling shareholders it is not in 
their interest to support such a 


move. 

GEC has raised the possibility 
of ng a 30 per cent stake in 
BAe with an eye towards merg- 
operations. 

But Sir Graham will tell share- 
holders that such a tie-up will 
force BAe to use GEC compo- 
nents on its ality ip orders, 
reducing flexibility to design 
muracts for individual custom- 


“*Sir Graham will also tell share- 
holders that demands for work- 


BAe steps up cash call campaign 


By Norma Cohen, investments Correspondent 


ing capital peaked over the sum- 
a are decrease towards 
e en the year. The company 
had a net cash outflow of £631m 
in the first half of the year. 
tanwtille, shareholders will 
also be told that the company is 
seeking profit margins in the 
company's Rover subsidiary of 
5 per cent and 6 per cent 
— roughly in lme with those of 
its Japanese competitor — by the 
end of the decade. It believes it 
might achieve profit margins of 3 
per cent by the mid-1990s. 


All wrong over rights 


British Aerospace 
pis prica (panca) 








Share price (pence) 
260 


Hilisdown Holdings 
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The future of cash ‘alte 4 in hve UK - ben (‘hiowa 
into question, write Norma Cohen and Richard Waters 


Company, the pension fund con- 
sultancy, 


874p before they actually lose 


The EMF now has 155 mem- 


money on their underwriting 
— The offering closes on 


ber 28. 

Indeed, with more than £8bn 
raised in rights offerings this 
year, institutions have earned 
rougily £100m in underwriting 
ees. 

But the threatened failure of 
major rights issues is forcing 


that strat- 


egy. The investment chief at one 
major life assurance company 
said: “Increasingly, we are 
ion to 
underwrite as a decision to hold 
the shares because it Paks 
increasingly that we may 
get stuck with the shares.” 
Meanwhile, institutions con- 
cede that accepted practice 
requires them periodically to 
underwrite te offerings in compa- 
nies they are not enthusiastic 
about. 


“There is in place in 
the Clty which most institations 
take the rough with the smooth: 
they take whatever is on offer.” 


says one senior merchant banker. 
cor a lot of cherry-pick- 


Institutional shareholders in 
Asda, the supermarkets chain, 
say they agreed to underwrite 
the issne, partly because the 
share price of poser appeared 
cheap. Shares closed on Friday at 


40p. 

But for a debt-laden company 
with no senior management — um 
chief executive departed 1 
June — institutions concede iter 
participated unhappily. “I'm 
embarrassed to say I did the 
eee said one Edin- 


“We did underwrite, but that’s 
because we felt that if we didn't, 
the banks would own the com- 
pany,” said one shareholder. 

Meanwhile, some institntional 
investors have begun to suggest 
that brokers rethink the fee 
structure for rights 

noes it is, the safe co i 

subsidising the risky ones,” 
said one fund manager. He 


suggested that if underwriting 


disproportionate number of 
equity issues - have tremendous 
sway over underwriting. Those 
institutions which resist partici- 


unattractive offerings 
er elcome Get or Maly te 
itable ones. 


About 200 institutions partici- 
regularly in sub-underwrit- 


Hanson PR 
‘failed to 
stem bad 
publicity’ 


By Clive Cookson 
In London 


LORD HANSON believed that his 
company lost this summer's 
tndeclared 


tries, according to a letter be 
sent to his senlor PR adviser, 
Tim Bell, at the end of Angust. 
A leaked copy of the letter 
published oa yesterday’s 
Observer newspaper shows 
Lord Hanson, chairman of the 
Hanson group, blamed Sir Tim 
and his company, Lowe Bell 
Communications, for failing to 
stem the tide of bad publicity 
which followed Hanson's acquist- 
oo of a 28 per cent stake in 


ene disappointed with the 
recently.” Lord Hanson 

aid 4 tn the letter, dated August 
26. He told Sir Tim that Mr Alan 
Parker, ICI'’s public en he 


adviser, “shows himself to 
circles Ts.” 
Lord Hanson was about 


ing shareholders" oe in a 


jparinership in 
Lord a chairman of the 


Sir Tim was not available yes- 
terday to comment on the letter. 
Mr Martin Taylor, Hanson vice- 
chairman, also declined to com- 
ment. “It's all history now,” he 
said. “I can’t remember what our 
view was seven weeks ago.” 


public relations campaign now, 
ae “We're in the midst of 
our offer for Beazer.” 
Mr Parker and ICI’s chief 
press officer, Mr Martin 
were equally reticent. They 
declined to discuss Lord Han- 
son’s clahn in the letter that Mr 
Parker “spends his client’s 
par Best trying to to discredit us.” 
Hanson's acquisition of a 2.82 
per cent stake in ICI on May 14 
led many analysts to predict that 
the acquisitive conglomerate 
would eventually make a 
full-scale takeover bid. 
Those expectations have faded 
and there is now a widespread 
view in the City of Landon that 


Hanson paid an average 
1194%p per share; ICI shares 
closed on Friday at 1310p. 
Observer, Page 16 


The mystery of : 
the D-Marks 
that disappear 


rate could still be above the 4 
per cent level at the end of the 
year, which by German stan- 
dards i high. 


Inflationary pressures 


growing at an annual rate of 


in the two countries. 

Such divergences are the 
reason why the G7 long since 
abandoned inter- 
est rates in favour of the “Sina- 
tra doctrine” in which coun- 
tries go their own way in 


past 
week's downward wobble of 
sterling against the D-Mark 
again raises the question as to 
whether Mr Norman Lamont, 
Britain’s Chancellor of the 


Economics Notebook 
By Peter Norman 





more than 10 per cent while 
credit commitments are grow- 
ing even more quickly, by 30 
per cent. He said that govern- 
ment -interest rate subsidies 
te cee te a big 
part in this aspect of 


expansion. 

y's efforts to privat- 
ise the et state-owned 
companies Germany 
also have helped fuel the credit 
boom. The Bundesbank 
believes that Germany may be 
in a phase of corporate acquisi- 
tions echoing those experi- 
enced in the Anglo-Saxon 
countries in the 1980s. 
Friday’s G7 meeting _ 

the monetary aspects aris- 


his second five-year term of 
office which begins next year. 
The Soviet Union was one of 
participated 


But it refused to join the two 
bodies when they oe 


operating at the end of the 
ond World War. 


Se es eee ae 


ano Oar ito pre present at tie 
applicant eoaneries. which 
include the Soviet Pear have 
been admitted to the fund the 
only sovereign nations of any 
economic signi to be left 
outside will be Cuba and North 
Korea. Taiwan is another 


the Soviet Union earlier this 
month is that it opens the way 
for close ties between the fund 
and the individual Soviet 
republics that could facilitate 
their entry into the IMF in the 
event of their leaving the 
union. 


It was agreed that 
should “give ercarabieee ae 


the Soviet authorities in 
Moscow. The IMF would 
“inform” the union of any such 
request by a republic but 
would not involve the union in 


formidable. Whether 

IMF membership will help 
maintain the Soviet Union or 
speed its disunion will not 
eae apparent for some 


M&A 
deals feel 
effects of 


Gulf war 


By Michlyo Nakamoto 
in London 


CROSS-BORDER mergers and 
acquisitions activity in the 


international deals were 
by the world stock 
in Octoher 


i 


However, industry specialists 
said activity was picking up. 
M&A deals in 
the three months from July to 
pepeeaber fell to $15, accord- 
gf to figures compiled by 
KPMG Peat Pee the 
accountants aud 
This. is the lowest ae 
deals were 
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A unique name 
for excellence 


We are among the world's largest 
and most experienced organisations 
dedicated to financing and advising 
entrepreneurial business. Our success 
is founded on a unique approach. 

Apax, in classical Greek, means 
something "which occurs once and 
once only". 


The MMG Patricof Group 


including Alan Patricof Associates 


is now internationally called 


Apax fartners 


LONDON NEW YORK PARIS ZURICH 
Apox Partners & Co Ltd Potricof & Co Apax Partners & Cie Apox Partners & Co AG 

MADRID MUNICH PALO ALTO PHILADELPHIA 
Apax Partners & Co SA} | Apax Pariners & Co AG Patricof & Co Patricof & Co 


Apax Partners & Co. Lid, 24 Upper Brook Street, London W1Y IPD Tel: 071-872 6300 
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CABLE AND 
SATELLITE 
BROADCASTING 


COMPANIES AND FINANCE on 
An expansion plan clouded by uncertainty 


Nikki Tait reports on BAA’s first expedition into the US airport market 


lease the space to, say, a food able point. So far, consolidz 


Invergordon 
scotches 
rumours of 


ewms 


— pw 


ot 


The FT proposes to publish this 
survey on 
October 21 1991. 
The FT is read by 50% of 
Heads of International Finance 
in Europes leading companies. If 
you want to reach this important 
audience, call Edward Batt on 
071 873 4196 
or fax 071 873 3062. 


Data source: IFM 1989. 


FT SURVEYS | 


COLOMBIA 


The FT proposes to publish this 
survey on 
6 


This survey will be read in 160 
countries worldwide, including 
Colombia where it will be widely 
distributed. In Europe 89% of 
the professional investment 
community regularly read the 
FT. If you want to reach this 
important audience, call 

Paul Maraviglia 

on 071 873 3447 

or fax 071 873 3079. 
















Data source: Professional Investment Conmununity 1989 { MPG Inc} 
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alliance 


By Michiyo Nakamoto 
INVERGORDON Distillers, the 


shareholdings with any group 
to keep its i ce. 

“No Seeented with ¢ is 
being con’ with any 
Bas weamibetien abet poten 

on poison 
pills,” Mr Edward Pickard, 
Invergordon finance director 
said yesterday. 

Although there has been 
speculation for earings 
Invergordon was a 
share alliance in order to 


ensure its this 
is the first time it has publicly 
denied ee Was 


1 responding 
to suggestions by Whyte & 
Mackay in its offer document 

£350m final and 


detailing the 
increased cash offer which was 


that 

distiller has plans for a 

Share alliance and to press 

reports that it had considered 

such au alliance with La Mar- 
tint Quaise of France. 

“In my opinion if the bid 
were to lapse Invergordon 
would be looking to conclude 2 
cross-shareholding deal,” Mr 
Michael Lunn, chairman and 
chief executive of Whyte & 
Mackay, said. Shareholders 
should therefore consider the 
implications of such a deal by 
Invergordon which would 
diinte their interests and could 


Says. 
However, Mr Pickard 
that La Martini is 
one of several customers in 
France and no talks have 
taken place on cross-holdings 
“ere spokesman for the 
group 
stated categorically that 


“there oa deals which Po 
any ve oue group 
shareholders preference over 
any other.” 


Technically during a tak 
over bid, any such deal involv- 


ing cross-sharehollings 
have to be approved by share- 
holders and would therefore 
be unlikely to be successful. 
That rule does not apply, how- 
ever, where there is no bid. 


EAPING through 2 

morass of dangling 

wires, concrete slabs 
and general construction 
debris, Michael Bell of BAA, 
the privatised former British 
Airports Authority, enthuses 
“If you could just visualise a 
McDonalds, Burger King or 
Wendys over there...” 

In truth, it is difficult to vis- 
ualise anything. Like all big 
capital projects a year from 
completion, the new 3600m- 
plus Pittsburgh airport com- 
plex is a bewildering concrete 
jungle, through which the 
architect's X-shaped decking 
structure, “people mover” 
rails, and adjoining termina} 
building are only dimly recog- 
nisable. 


What is inescapable is Mr 
Bell’s English accent, a sharp 
contrast to the surrounding 
mid-Western drawl For. in its 
first expedition into the US air- 


space and poster sites at Pitts- 
burgh’s new facility. 

Nobody is pretending that 
this, in itself, is going to be a 
great money-spinner, although 
Mr Bell, previously general 
manager at Heathrow’s Termi- 
nal One and in charge of the 
Pittsburgh project, says it 
should be profitable. But a 
push into overseas airport 
Management is a potential 
expansion avenue for 2 
company whose growth pros- 
pects back home are under a 
cloud. 

Indeed, it is no secret that 
BAA Officials -— Mr Bell 
included — have already made 
exploratory trips to Denver, 
where an entirely new $2bn- 









BAA will need to secure tenants for 120 retail spaces 
plus airport compiex is due to sp2ce in the new buildings, 
open in 1993. BAA, which ruzs and to hardle the on-site 
eight UK airports, is non-com- advertising. That means secur- 
Mital when asked about the ing tenants for some 120 retail 
there. Spaces, ranging in size from 
Back im the reality of Pitts- 300 to 3,500 sq ft, overseeing 
burgh, there is nc deryingthe their operations, supplying 

“Midfield Project's” local sie- facilities, and so on. : 
nificance; regional economists From a financial standpoint, 
Suggest that the eventual job BAA will guarantee a mini- 
generation could number mum ream to the Pittsburgh 
Although the scheme is airport authorities, plus a 

not usually classed 25 a “new 


share im profits. The UK com- 
airport” because existing rim- pany itself plans to make 
wavs will te retained. iz does 


money by taking a rental 
represent substantia! expan- income from the concession- 
sion, offering 75 jet gates aires, based on a percentage of 
against the current 52, witn saies. Contracts between BAA 
room for further additions. 


i and the concessionaires will 
AU airlines, meanwhile. are 


range from three to seven 
due to shift from the existing years, while the company’s 
terminal building in October deal with the airport runs for 
4992, and this tncreasingly 
shabby edifice wil! be then he 
devoted to unspecified “aiter- 
native use”. 
BAA’s role in ali this is tc 
design and iezse all the retail 


15 years. 

Tais arrangement, in itself, 
is something of a break with 
TS tradition. As at the current 
Pttsburgn terminal, US airport 
eutnorities have tended to 


and beverage operator and 2 
non-food operator. Pittsburgh's 
new thinking is that, by bring- 


tion by USAir has increased 


business for Pittsburgh. The 
closure of its Dayton hab is | 


ing in a “middle-man” to man- 
age the retail space, it can 
increase the variety and qual- 


I ly responsible for" tj . 
sarett Ineresse in flights fons 
Pittsburgh planned for-fhe . 


BAA's experience in th 
Ux, as well as the fact that it 
offered the highest return, 
which won it the contract over 
four rival bids. 


similar to the 17.5m seen at 


sgl terthoce wile of Terk ing agency which recently. 

nal One a similar ion is duced a comprehensive report 

“origin and destination”. Se eras 
ll of which would noted: “Given that more: 


“G 
half of Pittsburgh’s enplane- - 


sound like a winning 
ments are generated. by - 


situation if it was not 


sole Png pied ol ee aan ee 
ica’s airline industry generally, airport is vulnerable t Tal 
and USAir in particular. or partial loss of this market - 
USAir, the sixth largest US car- should USAir falter.” © ..-, 
rier, is easily the most domi- This is also a matter which _- 
nant force at Pittsburgh. com- seems to have preyed on Mr 
manding 82 per cent of the Bell's potential customers. Be ~ - 
irport's traffic. American, the admits that some of the larger -- 
second largest, accounts for e have ” 
less than 10 per cent and leases vin Suto ae 
only two gates at present. e situation, although be. 
USAir, however, made a claims that no-one has backed - 
$50im loss after tax last year. aut because of USAit’s tran _ 
Worse, it has warned of a_ bles. In fact, Mir Bell is remark. ~ : 
S00m-plus deficit in the cur- ly j cette Ae 
rent 12 months, and has The proof, however, willonly ~ 
cg ra gloomy about pros- come when the names ofcon — 
1992 


Fa 


Whether this has implica- this new busimess, are v0 
tions for the airport isa debat- ered. oo 





Fiat takes lead in sale of Poland’s motor industry. 


By Brian Bolien 
THE accelerating privatisation 
of eastern Europe produced 
what is potentially last week's 
largest international mergers 
and acquisition transaction. 
Fiat of Italy underlined its 
commitment to the region, par- 
ticularly Poland where it has 
had links for some 70 years, by 
agreeing to buy 51 per cent cf 
FSM (Fabryka Samochodow 
Malolitrazowych). This marks 
the start of the sale of Poland's 
motor industry and will be the 
country’s largest privatisation 


The continuing restructuring 


These securities having been sold this announcement appears as a matter of record only. 


US $100,000,000 


Kfw 


international 
Finance Inc. 


(incorporated under the laws of the State of Delaware) 


$.2 per cent. | 
Medium-Term Notes due 2006 


unconditionally and irrevocably guaranteed by 


K 


(a corporation under public law of the Federa] Republic of Germany) 


Kreditanstalt 
fur Wiederaufbau 


Merrill Lynch & Co. 


September 1991 








droxing compenies, said its 
purchase of 2 majority stake in 
Qy Ykkosmenlarit-Firstbrokers 
stom Finnish investment house 
Nebiscum Ov forms another 
important link in its European 
investment chain. 

Maxwell Communication 


of Europe's construction indus: 
tries saw Halfen. the Germas 
pbuilding materials sroup, 
Igunch an agreed cash offer for 
Unisirut, the UK meta: fram- 
ing compan:. 

The purchase of AY Cash 
Valve of Dlinois marks tSe Erst 
Md acquisition for TMi, of the . 
UK. 1 


Medeva, the fast-expanding 


es 





land brewing group, will. 
become Australia’s biggest 
brewer with the se “of 

Australian Consolidated. ..}. 
Investments, formerly Bel)] ji} } 
and once 3a vehicle” ° ; 


for the late Robert Holmes. 4... - 
Saar arr 6. Bm, 


Corporation continued its asset 
sales programme to reduce 
debt, disposing of the directo- 
ties business of Macmillan, the 
US publisher. The purchase fits 
with Reed International’s 


expansion strategy. 
Lion Nathan, the New Zea- 





-- Ro: 


VALUE COMMENT . . - - 


UK pharmaceuticals company. - SIDCERMNVESTOR TARGET SECTOR 
ages sf peal wre peas , American Brands (US) ne Distillers Spirits £350m Lmproved final «.” 
im = Mins G.teGg st i offer. il 
its fi inifi marketne « 
presncs me Ketng ; Reed Intemational (UX) Unit of Macmillan (US) Publishing cam  Maxwellasset ~ 

In the financial services sec- | sae ‘ 
ee Benk of Kretand focned 3 Lien Nathan Austratian Consolidated Brewing 72m Forming: - 
the a eee rare (New Zealand) Investments {Australia} . Australia's 
in Sng smcuSirr. It - biggest brewer: 
will become the jarzest bank in Medeva (UK) Adam Lab ; : eS 
New Hampshire with the pur- : am oraterias (US) Pharmaceuticals £45.4m _ oe yon oe 
chase of two smali ailirg banks teeth 
from the Federal! Deposit Insur- | Halen (Germany) . Unistrut (UK} Building £19.6m Agreed cash.” 
a porns oe: - products offer oa, 

e week saw another wy eos 
link-up between 2S corporate Mee teaa Sank of Peers & Co (US) eo £12m Needs Federal. . - 
finance boutique and a Japa- vices Reserve Bf ee wh 
nese institution with approval © ts 
Mon epnie icy Peeve tee: eee Pee 2 mre eee a 

Pp a 
Co of Wall Street. ——; 2 
Schroders, the OK merchant Minat Group (UK) “aa oe Insurance £0.6m Sombouing raz an hit Hi x 
plans er pean growth t 
pees. a eee ot — Fiat (italy) FSM (Poland) Car manufacture n/a intent letter. . .- 
venture in Malaysia, where it | ster qtaly) Viciori Co as D te 
is advising on privatisation. ¥ ictori Camunicacoss Telecoms. nla LatAm growth : 
The Minet Group, one of (Brazil) strategy ' 528 
Britain's largest insurance | See. F7 Merers & Acqursinona Internasonal Pa es 
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OKOBANK 
Osuuspankkien Keskuspankki Oy 


incorporated a ith limited iaciity in Fraland) 
(Registered number: 17.122) 


¥ 3,000,000,000 
Yen/ECV Forex-Linked Notes due 1992 


NOTICE IS HEREBY GIVEN thar in accordance with Condition 4 (a} 
of the Notes the Issuer has elected for the third interest period from and 
ree Octaber. 1991 ta - emeading Sth Coie, 1992 for each 
ote ta ra sum oF inrérest calculated in accondance wi 
(¢) of Condition 4. ee 
Furthermore, in accordance with Condition 5 (a) of the Nates the Issuer 
has aecced to redeem : ILofthe canes votes on 5th October, 1992 
ar er empion Amygunt calcuiat In accordance wi 
(¢} Ga) of Condizion 5. sii cailenda 
Noteholders shall be entitled to ascertain. once calculaced, the interest 
oo on each Note in respece of the third interest period and the 
edemption Amount payable on each Note on 52h October, 1992 by 
enquiring at the specified office of any Paving Agent. 


é Bankers Trust 
Company, London 
14th Cictober, 199] 


Agent Bank 


MNC Financial, Inc. 
{formerts Equitable Bancorperation Overseas Finance N. V2) 


U.S. $50,000,000 
Guaranteed Senior Floating Rate Notes due 199-4 


For the three month periad Heh October. 1991 to 13th January, [992 the 
Notes will carry an interest rare of 5"%% per annum with a coupon 
amount of U.S. $148.51 per ULS. 310.00 Nore, payable on [3th 
January, 19972. 


A Bankers Trust 


Company, London Agent Bank 


CHEMICAL NEW YORK CORPORATION 
,000 FLOATING RATE 
Ni DUE OCTOBER 1997 
in accordance with the provisions of the Noles. uutice is hereby given that fur the interest 
period Crom [] October L901 Lo I: January 199: the Noles carry an interest rate of 3’ per 
The interest on the relevant mniorest dote, J January 1992, against coupan 
peered tema tr mat ai 


Agent Banh 


Investors Hothne 
“The Technical Trader” JS36 -£05 485 
“Share Watch" 02: al 
Senta Se a oe 













Republic of Austria : - 
Pass-Through Securities Limited. : 
11% Notes due 2000 (“the Notes"). =v 
secured upon, and issued convemporaneously wi a 
100,000 Warrnats is acquire, one oe. 

U.S. $100,000,000 
11% Notes due 2000 a 


NOTICE IS HEREBY GIVEN that pursuant to Conditi sche” 
Notes, the Company will redeem ail of the paianiie Nee aa their” 
principal amount on l8&ch November, 199! together with accrued 
— os me ee 1990 to 18th November, 199], amounsitg 
S. $539. 3t per U.S. $5,000 Nore. are, inrcerést 
on the said Nores will cease Ganetucs ia es a eae 
Paymoent of the Notes to be redeemed will be made on 18th N bet 
1991 upon presentation and surrender of the soil Nava, wah all 


Co ini 
Fenty appertaining thereto, at the offices of rhe following Paying 






















Bankers Trust Ba ne 
I, Appold Street SS Ae ee De ‘ 
Broadgate 3 7 ro. 
London ECLA 2HE 12520, Luxembourg 





Notes previously drawn for redempr a 

ption and presen 
payment, should be presented for Payment in sha ual aos re 
of the above mentioned Paying Agencs. mee 


The Republic of Austria Pass-Through Securit: 
, cra urities Limited shalk-be 
discharged from its obligation ro Pay principal sod tnterecan te Noss 


me E 
= years and d tive years, respectively, from che Relevant Date for the 


mht ee 
—-- | 
l4th October, 1991 <— 














BANK OF NEW ZEALAND 
Cayman Islands Branch 







NZ$150,000,000 oe ee ea 
Floating rate notes due 1992 eS 
three months : etc eo 
fe neae 18 October, 1991 to 10 January, 1992 ae oe . ary 
Interest payabl “Y an interest rate of 7.63% per annum: ce : oe 
pees 1992 will amou Payment date 10° op oR 
note and NZ$96 158.90 por N NZS19,231 per NZ$1,000,008 oye 
: | eee 
JPMorgan . «als say 











INcer; 


U Market 


meee ,aiice commissioner, with typi- 
Woguy: S862 ty val’ aplomb, “that we'll get 
a wee creas le § $ome sort of solution.” That 





2 = y ae: 
oP ony PBs of Tit “eustomer of the defunct invest- 
wee SRE ty Mt Bg : “ment bank, and its colossal 
ws: a TANtgi, “be «= Investment in Drexel-issued 
seca, | SPE BoE pp ‘junk bonds proved its eventual 
vom 2 BHeD thy CaN . Thirdly, Mr Gara- 


, portfalio 
its “work-out” possibilities. 
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COMPANIES AND FINANCE 


This motley collection com- 
prises a French consortiam, 
whose lights are Altus 
Finance, a Cfedit Lyonnais 
, and MAAF, a big 
mutual insurer; a US grouping 
led by West Coast investment 
bankers i 


, Hellman & Friedman, 
and the Chicago-based Zell/ 
Chilmark fond; a second US 


the creditors committee of 
First Executive, the parent 
company, now in bankruptcy 


Clearly, given that the cen- 
tre of all this interest is an 
insurance company, with com- 
plex liabilities on the one hand 
and 2 jumble of assets on the 
other, comparisons of the bids 





Nikki Tait reviews proposals for 
rebuilding the failed Executive Life 
of California group as bidders make 


a final pitch for the complex job 





consortium made up of Bechtel 
Investments, The David Geffen 
Company, and Texan invest- 
ment business, Rainwater Inc.; 
and Broad, a larged quoted 
financial services group, also 


The 
nates from parties with a 
vested interest in how the 
insurance company’s affairs 
are resolved. The most inter- 
esting comes from the National 
Organisation of Life and 
Health Insurance Guaranty 
Associations, an umbrella 
organisation for the various 
State insurance guaranty 


funds. 

The p of these funds is 
to help good policyholder 
losses when a local insurer 

bust - drawing money 
from other solvent insurers 
in the state ~ but this is the 
first time the funds have 
taken such an aggressive 
Stance in an failure 


ferent action groups - 
ing holders of municipal bonds 
which were backed by Execu- 
tive Life savings contracts, The 
insurer has stopped paying out 
on these contracts, deeming 
them non-insurance products 
~ with the result that some 


- Muni-bonds have defaulted, 


and legal action has flowed. 


is not easy. Most bidders are 
Offering to restructure the 
insurance liabilities - that is, 
to offer policyholders a certain 
share of their previous benefits 
— and to inject some capital to 
support these ongoing insur- 
ance operations. 


hey are also offering 

various suggestions for 

the asset side of the 
equation, ranging from the out- 
right sale of the junk portfolio 
at this point, to its retention 
within the ongoing insurance 
operation. 

What the insurance regula- 
tors must decide is which 
scheme offers the best deal for 
investors. There are many 
aspects to this decision, but 
one critical question must be 
whether it is wiser to “crystal- 
lise” the value of the junk 
bonds now, with the risk that 
policyholders will not share 
significantly in any future 
uplift in the portfolio’s value, 
or to retain these assets in the 
ongoing insurance business 
and expose them to any slump 
in its value. 

The different approaches can 
be clearly by comparing, 
for , the Al 
scheme with that of Hellman & 

= vised French proposal, 

a re 
Altus would buy most of the 


together with the insurers bet- 
ter quality assets and a $300m 
Capital injection from the 
MAAF consortium, would pro- 
vide the basis for the continu- 
ing insurance business. 
Higher-quality junk bonds 
remaining with this operation 
would be supported by 2 $500m 
Fuarantee, and policyholders 
would see an 86 per cent recov- 
ery before any Nolgha top-up. 

In the Hellman & Friedman 
case, the Insurance operations 
would be recapltalised with a 
$300m cash injection, with 
another $450m supposedly 
available on “stand-by”. The 
jank would be retained as an 
asset of the ongoing company 
- having been given an initial 
book value of “around $3bn” - 
and policyholders would get to 
share in the profits of the on- 
going business. During the 
first five-year period, they 
would get either 50 per cent of 
the first $206m profit, or 15 per 
cent of all profits made, which- 
ever was higher. 

Not surprisingly, the French 
— whose p i 


policyholders is paramount, 
Equally, however, the insur- 
ance commissioner must be 
sure that the junk is not being 
acquired at a “rip-off” price. 
Of course, last week's dead- 
line does not mean the bidding 
process is at an end. On Friday 
afterncon, the court which is 
technically overseeing Mr 
Garamendi’s conservatorship 
of Executive Life issued an 
order giving the bidders 
another week to improve on 
existing offers. Since some of 
these - such as the Broad 
offering — seem to be in an 


announces its recommended 
selection to the court. Only 
then will policyholders have 
ara idea of what the future 





th Sreaer que eats ts, Finally, there is an offer from junk for $285bn. This money, ; 
= pn Nova Slashes dividend by half | Japanese 
as oe T ce mats meee Be 2 ‘ ® e 
nee Ae Sy Bernard Simon In Toronto equities 
a DEALS - NOVA Corporation of Alberta expe border points for trans- 
Sas ——- has slashed its dividend by effect at the end of this month. mission to other parts of North lure fund 
ol tASSS cog” more Sian halt a delayed ; eae now = a America, was Nova's “first pri- 
x Lig oe plans gas pipe- feas stndy on the : 
wt tine i break-up, which began last Mr Newall said ins on managers 
nee into two April, will not be completed chemical sales remained 
- io “anez — Nova said the cut in the until time in in spite of a modest | By Terry Byland 
ile to suifered an C$18m pick-up in demand daring the 
a [> _ six cents a share, was needed in the three months to June 30, third quarter. NI are taking a 
° cae en to conserve cash forthe costly and has long-term debt of As part of its efforts to cut | positive view of Ji equi- 
12 expansion of its C$3.2bn. It has warned that a debt, Nova has put its 43 per | ties and plan to increase their 
ee ae oe =25>* work in the face of the weak separate chemicals company cent interest in Husky Oil of | holdings in this sector, - 
+> a i will probably not pay any divi- Saale for sale. Husky’s | ing to the latest Gal- 
<i @ Spending on the pipeline net- dends for three years. con! shareholder is Mr{ lup for Smith New the 
“+ — * work is estimated at C$600m Mr Ted Newall, who took Li Kashing, international investment 
tr i> syeza — (US$581) this year, and a simi- over as chief executive last magnate. Mr Newall said Nova | house. : 
a : lar amount in 1992. month in anticipation of the was also reviewing its other} The October survey indicates 
oe — - The split between the regu- split, said the pipeline busi- i a| that managers would finance 
3 ‘ lated gas pipeline division and ness, which collects all view to “greater focus and con- | the increased investment in 
oe the chemicals business was the natural gas delivered to ‘i Japanese shares partly 
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of land by Alcan’s Japanese 












_-_—= Alcan hit hard by weak prices — 





Be ee ae dend to 15 cents from 28 cents 
ITH blamed poor prices due partly affiliate. a share. 
ceethe es -——- ‘+o heavy Soviet metal sales for Revenues fell to just under Mr David Morton, chairman, 
oe -, -E-"F a 94 per cent slump in its third- $2bn from $2.2bn. Ingot ship- ud although demand for alu- 
i3i quarter earnings, writes Bern- ments rose to 235,000 tonnes minium was about the same as 
“ooo ard Simon. from 217,000 tonnes, but aver- last year, prices were being hit 
ccc _ The Montreal-based com- age prices dipped by 18 per by excess supply. Only in Latin 
a ae 's net income tumbled to cent to $1,371 per tome. Deliv. America have earnings 
a ____——e or zero cents per share, eries of fabricated products improved in recent months. 
mene "* from US$97m, 41 cents, a year dropped to 335,000 tonnes from Interest charges have also 
ced bee weet 2 ET »' earlier. 376,000 tonnes, with prices fall risen mar , to $56m in the 
: . ~' The latest figure includes a ing by an average of 64 per third quarter, from $44m a year 
staisiiy: of Austria — ft! $39m after-tax charge to cover cent to $3,621 per tonne. earlier, For the nine months to 
Wee vn. Limie +! Festracturing in North Amer- Alcan, which suffered losses date, earnings dropped to zero 
att See Uae " .- jea, the DK and Brazil An $8m_ in the two previous quarters, from $353m. interest payments 
= wise 3 gain was realised the sale recently cut its quarterly divi- rose to $179m from $137m. 
| | . NRi TOKYO BOND INDEX Hongkong Bank 
Le vase se PERFORMANCE IRDEX to merge brokers 
~, _Oemnber IS = 108 nag eka oe HONGKONG and Shanghai 
e: orporation 0 
—————— ee 
ee ERE BS | fe inect them into'a nes 
ie Be te ee Be ER | holding company for stock- 
- Yerdenom FonigoBows..-.--.-- 17233 72) 7114 16556 10039 broking and a 
. activities, Wri Angus Foster 
; inecenelars Sa @vshscbeonanmatonnees —— 6.06 - 5.9 6.57 657 in Hong Kong. 
+ Estinated par bank le 
: ee ee = | iaries James Capel (Far East) 
*) cae Se with Wardley- 
‘ ; Why would somebody insist on paying £1000 to £2000 per month a new holding company Ward- 
7 for real time data on the work’s stock markets, foreign exchange ley James Capel Holdings. 
a and news when he con have essentially the same service for £300 Wardley's regional corporate 
eo to £600 per month plus vat and exchange fees. finance business will also be 
Bay SATQUOTE - World Market In Real-Tisne, af realistic prices | | held through the new holding 
| TELEPHONE: 071-233 1100 company. 
aes: 
fe REPUBLIC 
; _ ag a 








ML ous 


Republic Insurance Company of 2727 Turtle Creek Boulevard, 
Dallas, Texas, United States of America wishes to make clear 
that since 8th January 1986 it has had no shareholding in the 
company formerly known as Republic Insurance Company 
(U.K.) Limited, and now known as Pan Atlantic Insurance 


Company Limited. 


On that date all the shares held by Republic Insurance Company 

in Republic Insurance Company (U.K.) Limited were sold to 
Pan Atlantic Underwriters Limited of P.O. Box 1055, 
International Building, Bermudiana Road, Hamilton 5, 


Bermuda. 




















by reducing their hol 

of US equities, on which many 
managers have suddenly 
turned bearish. They would 
also reduce their of 
eee bonds and 


Of 99 Investment institutions 
surveyed — handling total 
funds of £485bn — 63 per cent 
said they planned to raise their 
holdings of Japanese shares. 
A balance of 58 per cent — up 
from 25 per cent in 
- are bullish towards the 
Nikkei Index over the next 
three months, and 74 per 
cent over the next 12 
months. 

The median forecast for the 
Nikkei in three months is 
25,426, against 24,156 in Sep- 
tember. 


The UK stock market is still 


ance, a majority of 21 per cent 
of managers take a bullish 
view of London and the con- 
sensus forecast is for an FT-SE 
Index at 2,656 in three 
months and 2,902 a year from 


But 15 cent of the man- 
to decrease 


agers polled plan 
US equity holdings. The aver- 
age forecast is for a Dow at an 
unchanged 2,985 in three 
months. 

equities also 
attract support with 25 per 
cent intending to increase 
investment in these markets 
compared with only 19 per cent 
in September. 


Rodamco, ABP 


consider accord 


By Ronald van de Krol 
in Amsterdam 


now. 
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Zentralsparkasse und Kommerzialbank Aktiengeselischaft, Wien 


Osterreichische Landerbank Aktiengesellschaft 


have merged to form 


Bank® \ustria 


Z-Landerbank Bank Austria AG 


The undersigned acted as financial advisor to both Zentraisparkasse 
und Kommerzialbank Aktiengeselischaft, Wien and ichische 
Landerbank Aktiengesellschaft and assisted in the negotiations. 


Salomon Brothers International Limited 
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UK GILTS US MONEY AND CREDIT 7 
@ oe @ e e ® oe Ds 
.t wl 
Sterling jitters drive prices down {Sales data fail to prompt easing * |...0m 
NERVOUSNESS on the foreign bonds, such as German bunds. = announcement by the Treasury | YET i t has not be read into a couple df; 
exchange markets about the Operations of this kind were UK gilts yields of 4 incge rive in puliis spent: | han it wondering, Having US MONEY MARKET RATES (%) events, but it is at least feasi. 
poli outlook for the gov- most noticeable on Wednesday, Festaed at hoped in vain for an easing of =” les avis ifm l2memn ble to speculate that the Salo., | 
ernment cast its shadow last when gilts lost about % point, 19 9 cs interest rates on the back of riya ose =o Brothers’ scandal means: * 
week on gilt-edged ties. although on Friday much of ; some weak employment fig- that some institutional custoni-- 
Yields rose for most classes of this reduction was reversed, 993% ures a week ago, attention [fifimS@traes—._..... 475 475 BED ers have to’ 
the bonds, although on Friday largely due to a confident turned instead to the retail Sreoath Teeny eins 55? 5.4L 77005 bypass the primary dealer net- a - 
some of the nervousness dissi- address by the minister 95% sales figures and inflation data FE RS ie Og OBaa work. pee 
pated after a strong speech by at the for _ released on Fri- SitwCementtPger SOS Whether the new pattern’ 
Mr John Major at the Conser- This week, the market’s 97: day. persists will be instructive to’ < 
vative party conference. attention will probably focus Once more, however, the US BOND PRICES AND YIELDS ('%) watch. : 
. For the week asa whole, the onthe streamofeconomicdata 9.6 authorities disappointed the lat Change luk 4k Meanwhile, in its first bonds 
price of the benchmark 9 per due on the UK economy, much market — and with no obvious a eee = market “call” for three! - 
cent Treasury bond maturing of which is likely to te 98.524 explanation for the lack of  sescsartmenz a 1 0OC«MAt«T;«SS decades, the US government’. 
2008 declined by % of a per- continued weakness, and so rs action. Like the jobs data, nei- yerinaay_ Hi - 773 706 73a announced that it would - 
Friday wght'at just under 96. more’eccuonis news tr the. 3 ther consumer, syending nor ee race of Tver ek” 
a er 96. re economic news oP i fe . 7 
honda exw a alin |: tarkel to to with, 9.3) a = i in gilt i in Tee pee ae bere Money supply: in tha week ended September 30, M1 rose by 54.6bn to $875.4bn bonds due 1993. Not -' 
lar cut in prices. rather than political news, and Scat Weed Sela which would be needed to lowering of interest rates. all US bonds — indeed, not: an 
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MONDAY INTERVIEW 


Pugnacious 
patrician 
in charge 


Anthony Tennant, chairman 
of Guinness, speaks to 


Philip Rawstorne 


= the four and a half years 
of his leadership as chief 
executive and chairman of 
Guinness, Mr Anthony Ten- 
nant has turned 2 demoralised 
and scandal-torn company into 
one Oe the world’s most profit- 
able drinks business. 
The company has outper- 
formed the rest of the FT-SE 


share price has risen from 53 
to more than £10 over the same 
period. Pre-tax profits have 
ee from £408m to ae chats 
earnings per 5 
and dividends have doubled. 

Guinness probably makes 
more profit from exports than 
any other UK business; and 
half-year results confirm the 
upward trend. 

In revitalismg the fortunes 
of Guinness, Mr Tennant has 
led the entire Scotch whisky 
industry, which it dominates, 
into renewed prosperity. By 
restoring the company’s bat- 
tered reputation, he has been 
able to represent the industry's 
Se eal most ee 

inst discriminatory tax- 
ation — in Whitehall and West- 
minster. 


“There is no doubt he has 
tured the industry around,” 
says a John Wakely, an ana- 

at Shearson Lehman. “By 
pushing its products up- 
market, he has set it on a new 
and highly profitable course.” 

A lofty, patrician figure, Mr 
Tennant was chosen im eariy 
1987 to Guinness out of the 

ol that followed the take- 
over of Distillers and the fall of 
Ermest Saunders. 


Sa Ly 
While Lord Macfarlane, now 
joint deputy chairman, 
shielded him from the effects 
of the legal fallout, Mr Ten- 
nant got to grips with develop- 


ing the business. 

He did not have the benefit 
of a personal briefing from ve 
predecessor or eyen access to 
his papers, most of which had 
been impounded. “Morale was 
not good,” he says, with a 
degree of understatement, but 
there were positive elements in 
the legacy he inherited. 

There were a lot of good 
senior in the com- 
pany — and there was an array 
of strong brands from Guin- 
ness stout to Johnnie Walker 
whisky and Gordon's gin on 
which he could unleash the 
marketing flair and skills 
ee en 30 years ai 

member of a wealthy 
tish business clan, Mr Tennant 
could have entered a number 
of iiy concerns after uni- 
versity, but he wanted “to 
make my own way in the 
world”. He joined Mather & 


Crowther, forerunner of Ogilvy 
& Mather, the advertising 
agency which now numbers 


Guinness among its clients. 
ouile a with a 
vy, advertising’s guru, 

New York, and sold the | line 
“Schh... you know who” 
Schweppes, and “Good rood 
costs less at Sainsbury's” to 
J Sainsbury. 

Mr Tennant left to set up his 
own marketing consultancy 
and was a retailing 
venture when he was offered 
the job of marketing director of 
Truman, the brewer. Four 
years and two company merg- 
ers later, he found himself in 
Grand Metropolitan with the 
task of developing its IDV 
spirits company. . 

“IDV was not producing any- 
thing like 
on its ussets but it presented 
great opportunities because of 
the jatent strength of its 
brands,” he says. 

“The industry then was pro- 
duction orientated. It knew 
Which products were good — 
and thought it was a matter of 
teaching consumers to appreci- 
ate them instead of irying to 
find out what they wanted.” 

Mr Tennant reversed that 

and launched 2 series 


ong 
d'Or the top branded French 
wine. 

Acquisitions, such as Pad- 
dington and Carillon in the US, 
were focused on eee one 
brand portfolios and extending 
and controlling their distribu- 
tion. By the time he left Grand- 
Met in 1987, after losing to Sir 
Allen Sheppard in the succes- 
sion to chief executive, IDV’s 
profit bad been lifted from 
£10m to £250m a year. 

The methods he had used to 


centrate on the group's core 
ee oe spirits operations. 
To do so, he sold 24 busi- 
nesses in little more than two 
years for £610m. 
“There was a thread of 


“Some seemed to assume 
that ‘there was little profit 
growth Ba in brewing and 

reck there 


spirits. I was 
plenty of scope.” 
The strategy he pursued was 


based on a conviction that as 
consumers worldwide became 
more affluent they would 
choose to quality, 
higher-priced preducts that 


same 


‘It is better to focus management talents narrowly’ 


reflected their new lifestyle: 
and that it would be the com- 
panies with premium brands 


would profit. 

The old Distillers empire - 
run as separate, often compet- 
ing, baronies - had been 
focused on volume sales rather 
than brand values. 

Mr Tennant brought in 
Anthony Greener, who had 
built Dunhill into an interna- 
tional luxury aos business, 

to restructure the operations. 
Distillers was was reorganised on 
regional market lines. Distribu- 
tion was rationalised, cutting 
1,300 third-party agents world- 
wide to fewer than 500. Greater 


PERSONAL FILE 


19830 Born in London. Edu- 
cated at Eton and Trinity 
College, Cambridge 

1960 Director, Mather & 
Crowther 


1972-76 Sales and marketing 
director, then deputy 
chief executive at Wat- 
ney Mann & Truman 

1977-87 Director of Grand 
Metropolitan, then group 
managing director, dep- 
uty chief executive 

1987- Chief executive, then 
chairman of Guinnees 





direct control increased mar- 
gins and marketing. 
Key brands - such as Johnnie 
Walker, Dimple, Dewar’s and 
Black & White - were repack- 
aged, repositioned, repriced, 
and backed by intensive adver- 


champagne group, about a 
marketing and distribution 
alliance. 

“We had this strength 
in a narrow field: Scotch 
whisky. We did not have 
breadth. We had to find part- 
ners with strong brands in 
other drinks sectors, so we 
could create portfolios that 
would give us more clout in 
the market place.” 

Such joint ventures have 


become a hallmark of Guin- 
ness's international develop- 
ment. Nearly 30 ventures have 
been formed with other Euro- 
pean drinks groups such as 
Bacardi, Underberg, and Codor- 
niu and in south-east Asia with 
Jardine Matheson, ekg 
and Jioro, 2 leading = 
ean spirits 

Similar moves in ‘brewing 
have linked Guinness — 


and Carlsberg 2 
partnerships bring su 

siaaeiat mutual benefits with- 
out the premium prices and 
problems that hostile take- 
overs would involve,” Mr Ten- 
nant says. When Guinness and 
LVMH cemented their partner- 
ship with cross-shareholdings, 


were doubts about the return 
Guinness would get on its 
investment in LVMH and the 
acrd to its ote ree of 
such an aggressive 

Mr Tennant insists the oe 
was necessary to protect their 
mutual interests. He dismisses 
the idea of a takeover: “We 
already e all the synergies 
without caying a premium for 
them,” he says. “The only peo- 
ple who would henefit from a 
takeover 


nant will find it in ingly 
difficult to maintain profits 
growth in a static or 
market. Can he continue to 
Bigher prices for his premin 
premium 
brands? “As people have more 
te spend, they do not take 
more , they take better 
they do not buy more 
they buy better 
clothes, not more food but bet- 
ter food. I do not think drink is 
Recession may slow the pro- 
cess from time to time. The 


holidays, 
clothes, 


Child law made comprehensive 


he Children Act 1989, 
which comes into force 
today, is the product of 
recent painful lessons drawn 
from cases of child abuse and 
neglect, and of a decade of gov- 
ernment review and public dis- 
cussion about society’s attitude 
to the care and upbringing of 
children. The Act brings 
together the public and private 
segments of child law into a 
comprehensive, comprehensi- 
ble and internally-consistent 
piece of legislation. 
It enacts the best practices 
in child care, but it is not the 
radical 


short of being a code of child 

law because ae provi- 

sions of the law which 

apply to children and young 
2 operative. 


rej exam 
ple in Scotland, where deci- 
sions as to what is to happen 
to a child in trouble and in 


a Doty of peuple who are com: 
sidered to possess the qualities 
to make sensible decisions 
about c The Children's 
Hearing approaches the issues 
informally, and in private. 
oe Eo 
the grounds for intervening in 
the child's life is the matter 
referred te the courts. 

The English solution is for 
the courts to ask why a local 
authority needs to intervene. 
Before 2 care — ora er 
vision order can be made, 
court will have to be satisfied 
that the child has been 


-——_——" 


for 
Ee leveland ingly 8 ot 
these orders were applied 





JUSTINIAN 





harmed, or is likely to be 
harmed, by: its being beyond 
tal control - or by an 
creates of a reasonable stan- 
dard of parental care. The 
court also has to be satisfied 
that the order will be 
the most effective means of 
safeguarding and promoting 
the child's welfare. There is a 
lem that unless it can 
that the order will be 
positively beneficial to the 
onl. the court must desist 
m making an order interfer- 
ing with family life. 
Another aspect of the new 
law's sensitivity towards 
parental rights - now 
acknowledged to involve 
arental responsibility and 
arcane oun against abu- 
ve a 
zive parents. The least satisfac- 
tory aspect of the pre-1989 law 
was the lack of proper respect 
ts in the 
to a place of 
clear 


safety, without any 
framework for .the social . 


worker investigating allega- 


tions of child abuse. 
The unrestricted ability of 
gociai workers to obtain Place 


of Safety Orders from magis- 
trates often showed rg 


and obtained over a six-month 
period without any parent hav- 
ing been present when the 
order was made. None of the 
orders was refused by the mag- 
istrates. 


— their statutory pow- 


Fhe Act is explicit. Dnlike 
Pana erect gene 
fare legislation past, the 
courts will no longer remain 
issuing for others 

to carry out. Rather, the courts 
will consult before orders are 


newly structured judiciary 
working alongside 


together with the agencies 
child care, _ vice-versa. 


on to attune the courts 
ll this new collaborative exer- 


The private family law provi- 
sions dovetail with the public 
law orders of care and stpervi- 
sion. The old law was unneces- 

with provi- 
sions scattered among 2 


chy of courts overlapped. 
Anomalies abounded. All that 


is swept away. 
The Act abolishes the orders 


lies to their children. These 
were unhappy labels, redolent 
of the old idea of parental prop- 
erty in the child. The new con- 
cept is “contact”. Four orders 
replace the old law. The main 
one reqnires a person with 
whom a child lives to allow the 
child to visit, stay with or have 
contact with another person 
named in the court's order. 
COntAG:. which may be any 


ane Petes ana SO on), is 
seen as being more flexible 
than “secess”, which involves 
a face-to-face encounter. 

The Act is massive in its pro- 
visions. A lot has to be learnt 
by those administering it. For 
the social services, the changes 

are lesa dramatic for the sim- 
mie reason that the 
does little more than enact the 
best practices of the last 10 
years. It is the 
in particalar the courts, 
which will have to learn new 
tricks. 


and 
of 


industry will have to defend 
itself against anti-alcohal Ich- 
bies; and resist the politicians 
Who use it as an easy source of 
tax revenue. 

Though the growing eco- 
nomic Etanceé of the indus- 
try has been quickly recog- 
nised by the City, it nas 
percolated slowly through to 

Westminster and Whitehall. 
Exports of Scotch whisky 
earned £1.7bn last year — but 
the t failed to reai- 
i trade implications of EC 
tax reform proposais that 
would have increased the dis- 
crimination 2gainst whisky 
and threatened seme of the 
most export markets 
in southern Europe. 

A willingness to heip the 
industry - especially in over- 
coming export barriers - is 
“not always readily anperent,” 
he says. 

The emphasis during the 
Thatcher years Gad beer on 
the individual entrepreneer 
and smal] companies. “Trat’s 
fine — but it is really only big 


ment in our standard of ivirg. 
potential uniess the goverr- 


ment is orepared ta fight its 
corner when necessary.” 


ee ee es ee, Oe ee ee ee Sa 
aoe a! -— — ee ee a ew a el BO re ee ee re rs re ee OS be: aw 





Community's common cur- 
rency is then called. The TS, in 
conterm poraty Jargon will have 
independent 
monetary policy and sought 
the security of an external 


“nominal anchor”. 
By 2000, an ed EC, 
easily the world’s trad- 


ing bloc, will be the hub of a 
system of fixed 
rates providing mon- 
etary stability akin to that 
enjoyed during the heyday of 
the post-war Bretton Woods 
regime. The difference is that 
the US will have ceded leader- 
ship to Europe in monetary 
affairs. Japan, anxious to main- 
tain access to EC markets, will 
accept the new mules and neg 
the yen against the Ecu. 
_Tkese outlandish specula- 
tons were prompted by a con- 
ference on the Bretton Woods 
exchange rate system organ- 
ised by the US National 
Bureau of Economic 


With their ghosts hovering 
inside and the incomparable 
reds and browns of the New 
Engiazd autumn outside, 
expansive thoughts were 
‘Oo suppress. Even the hotel's 
taded grandeur seemed a meta- 
puor for the US's reduced eco- 
nomic standirg. 

Nore of the mostly Ameri- 
can economists at che confer- 
ence Rinted at the : 


+ Gevelopments outlined above. 


: Indeed, 


the majority view was 
that the Bretton Woods system 
of ‘fixed bat adjustable 
exchange rates was doomed to 
faii, mainty because of 
increased capital mobility. 
Specuative pressures in finan- 


‘ ¢ial markets made periodic 
business, competing in worid . 
trade, that can secure improve ° 


exchange rate adjustments 
proyviematic and hence 


: impeired conntries’ ability to 
It is not going to reach its itl | cor 2 
; imb2iances. In the absence of 


: @Trs 


core with macroeconomic 


new exchange controls, speak- 
implied that floating 
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ridiculous story (7) __ 

11 To do with the Nile but 
a ig to do with the ear 
¢ 

12 Row in station (4) 

23 Be fully sensible of rise in 
value (10) 

15 Ketor given cheese by Roya 


= Sendo ovsc tha divest 
Fiag of Quaker worker (7) 
a cae Een cake © 
24 Declare fool never stopped 
nig Carente et coms (Hi 
a 
aoe tears in solid part 


fat (7) 
29 Basket veed by girl in public 
relations 
30 Member of andience with 
magazine (8) ' 
31 Variation in small coin (6) 





oa ture of attack 
3 In to 
in a position return to 
& Eastern saint without vital 
organ (8) 
6 Apportionment of site to a 
fDi clager potitigy a tied Ge 
8 Army discharge is just the 
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9 A great deal made by man 
resort 
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14 Rants about poetry in cross 
fashion (10) 

17 Left-wing move 


ship? 
18 Charm one’s way in (8) 
19 Jam for instance can ( 
22 Strange tale about ship's 


hanging decoration 
23 on to look Be ead 
2 ee 


land getting short 
vee 
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MICHAEL PROWSE 
on America 


exchange rates were now the 
only practicable option. 

There was, however, a dis- 
senting voice — that of Mr 
Ronaid McKinnon, of Stanford 
university. He argued 
pes war exchange rate system 

ed not because of inherent 
flaws but because countries did 
not understand the rules of the 
game they were actually 
playing. Bretton Woods was 


autonomy, thus allowing them 
to set different goals for key 
variables such as unemploy- 
ment and inflation. 

But the system rapidly 
evolved into what Mr McKin- 
non calls a “fixed-rate dollar 
standard”. Cwrrencies were 
linked rigidly to the dollar: 
parity changes were extremely 
infrequent and shunned by all 
governments. With rates fixed 
rather than adjustable over the 
long term, all countries effec- 
tively ceded monetary author- 
ity to the US, which set the 
world rate of inflation. For 
nearly two decades the US 
played its role as nominal 


anchor perfectly, running a . 


tight monetary policy and 
keeping inflation low. But in 
the late 1960s it began to 
loosen policies in order to 
finance the Vieam war and 
social policies without raising 
taxes. Other countries -~ nota- 


a Germany — were unwilling 


The regime of adjustable 


rates planned in 1944 was 
flawed because it could not 


cope with capital mobility. But 
the the Muedrais dollar standard 
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Twilight for 
the US dollar 


the hub country — remains :- 
committed to low inflation © 
And its success is causing. 
Mgr ja worldwide confidenre 


th International Monetary 
e mation 
Fund, which once preached 


manently er growth. 
while, domestic actionto 
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-¢ The industrialised 
world faces a difficult 
period of rising 









IN THIS SURVEY 


The Soviet Union is 
undergoing two processes 
which, In their scale and 




























mer = depth, are unequaled in 
unemployment and ment, fmancial market regal | | the history of the modern 

much of the developing world, | | WOFIG....-.....--.0.0.-.....+. 

where the traditions of democ- 


unspectacular growth 








next few weeks will decide 


































in which material generosity will be weaker. Accordingly, the IMF |) whether the Uruguay 
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THE next few weeks will 
decide oo the ee eee 
of global trade liberalis- 

ation talks are to come to a 
seen tas pee or, as 
seems at present, not. 

The Uruguay Round, the 
responsibility of the General 
Agreement on Tariffs and 
Trade Sant Bole has 102 
mem 08 participating 
in the negotiations, was 
launched in Punta del Este in 
September 1986. 

Gatt members account 
together for nearly 90 per cent 
of world trade and this alone 
puts a considerable onus on 
them _in the Uraguay Round 

negotiations. This round, the 
elehth * since the Gatt came into 
force in January 1948, is its 
most ambitious trade under- 
ee 15 ee” 
ly-agreed negotiating sectors 
which were Ss ed this 
April into seven. 

These are Ee as access 
(largely through uction 
of tariff barriers): textiles and 
clothing; agriculture; rale-mak- 
ing for such areas as anti- 
dumping, subsidies and spe- 
cific Gatt articles, ee 
property; institutions e 
framework for the implementa- 
tion of the Uruguay Round 
results; and services. 

According to Gatt, the value 
of world trade passed $3,000bn 
in 1989 and increased by 13 per 
cent to reach a new record of 
$3,500bn last year, in part 
because of the 7 per cent depre- 
ciation of the dollar against 
main European currencies. 
Trade in services is estimated 
to have grown by 12 per cent 
Jast year to a value of $770bn. 

In volume terms, trade 


ther modest slowdown is 
expected for 1991. The growth 
rate for world output also fell 
from 4 to 3 per cent. Since 1983, 
trade has grown at about 50 
per cent faster than output, 
maintaining its role as the 
principal motor of economic 
activity worldwide. 

it is a measure of the ambi- 


Anthony McDermott on trade liberalisation 


Ambitious Gatt round 


tiousness of this round that the 
considerable sectors of ser- 
vices, intellectual property and 
investment are included for the 
first time, and that negotiators 
have undertaken to mtegrate 
agriculture and textiles into 
the Gatt more fally. 

The scope of the negotiations 
is such that the structure and 
main articles of the Gatt itself 
are under unprecedented 
review 

Tt has been a long negotia- 
ting journey of starts, stops 
and periods of apparent inac- 
tivity. Nevertheless there is no 
designated area of the negotia- 
tions -— even in agriculture, 
services and market access 
— where sufficient technical 
work has not been done to per- 
mit agreement as part of an 
overall compromise. The cru- 
cia] missing ingredient has 
been the political will and envi- 
Tonment to cut a deal. 

As a resuli, the negotiations 
Stalled Jast December in Brus- 
sels, at the meeting where they 
were supposed to come to a 
successful conclusion. Then 
several of the _ partici- 
pants - but the blame lay 
above ail with the EC and the 
US — failed to agree on reduc- 
tious in government supports 
im each of the three agricul- 
tural trade areas: export subsi- 
dies, internal supports and 
market access. 

Negotiations resumed in 
February, and there has been a 
succession of deadlines set 
Since. But even Mrs Carla 
Hills, US Trade Representative, 
the most notable proponent of 
an end-of-year conclusion. said 
on July 31 in a reference to the 
EC’s reform of the Common 
Agricultural eet be (CAP) that 
“It is going to take four, five, 
ar six months after we see 
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movement in agriculture to 
_ up the other 14 areas”. 
On September 20, Mr Arthur 
Dunkel, Gatt's director-general, 
called on ali delegations to sub- 
mit by the beginning of 
November draft agreements in 
every sector, including agricul- 
tural reform, even if further 
work would be needed on tech- 
nical details, 
_ Thereafter, Mr Dunkel can, 


the US, Japan and Canada, 
having enough political will to 
stave off the risk of a complete 
breakdown of the talks. 

Next year, the round could 
continue ‘to be overshadowed 
by developments in eastern 
Europe and the Union. 
Western leaders from Canada 
and Europe to Japan could be 
the polls. The EC 


elections in November could 
raise national and protectionist 
issues above the global con- 
cerns of the Uruguay Round. 
And another factor. Last 
Jaly, Mr Julius Katz, deputy 
We Trade Representative, who 
has played an important role 
in the negotiations, reflected 
the views of many in saying: 
“The pean is how long you 
can keep this thing going. It 
has pela going on for five 
Fears people are becoming 
tired, bored and frustrated”. 
while agriculture 
remains the aoe of the 
in that sector 





Volume, annual % 


rules now as don’t enjoy the 
participation of 108 countries, 
namely services, investment, 
the protection of inteDectuai 
property and m com- 
mercial access.” 

These countries, which make 
up something two-thirds of 
Gatt’s membership, have felt 
particularly vulnerable m con- 
fronting these areas because of 
the steps taken to Hberalise 
their economies and, as a price 
for joining Gatt, to reduce 


Gatt has listed 45 countries 
known to have undertaken 
trade liberalisation measures 
since the beginning of the 
round. Of these, 30 are develap- 
ing conntries and five from 
central and eastern Burope. 
Measures undertaken include 
tariff reductions and the 
removal of non- barriers. 

the longer term, the evo- 
tution of global trade strategy 
is at stake. Some trends have 
already appeared in the form of 
safety nets in the event of the 
Uruguay Round failing. 
Regional economic groupings 
are emerging and becoming 
established. 


In Europe, 
drawing in aspirants from Efta, 
eastern Europe and the repub- 
lies of the former Soviet Tnion. 
In the Far East, the countries 
of the Pacific Rim and the 
Association of South East 
Asian Nations have been dis- 
cussing the formation of 
regional economic groupings. 
tn the Americas, the US Can- 
ada Trade Agreement of 1989 is 
being expanded to include 
Mexico. At the same time it is 
lining up with the four bur- 
geoning trading groups of 
Latin America. In the back- 
ground is the Enterprise for 
the Americas Initiative, 
announced by US President 
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In a fast moving world, focussing the 
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This powerful, multi-window PC-con- 
trolled display board can be used 
whenever a number of people require 
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The board provides the fastest real- 
time display mechanism for price 
information, news, in house messag- 
img and information sourced from 
QUICK’s data base. It is the most 
technologically efficient and cost effec- 
tive medium for presenting informe- 
tion in dealing rooms, exchanges and 


similar environments. 
As market leaders in this field, boasting 
17 years experience and 12,000 boards 


installed workiwide, we are ideally 
placed to advise you of the best and 
most effective configuration for your 
needs. We also provide complete 
to ensure you fully profit from your 


system. 
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keting 
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None of these regional 
groups at odds with 
the multilateral objectives - 


Among non-tariff ‘barriers, 
there hag been a big rise in 
anti-dumping cases. Between 
1880 and 1989 1,456 an on 
were reported to Gatt. A 
lia, the US, Canada ao’ e ne EC 
accounted for $5 per cent but, 
outside these big traders, 
Mexico, South Korea, Brazil, 
Finland, New Zealand, Sweden, 
Austria and Spain have also 
shades of bilateralism in the 
US “framework” agreements 
with 29 Latin American and 
Caribbean countries. Singa- 
pore’s is due to be the next one 
after the Philippines. 

Gatt itself has been a fragile 
forum for these ambitious 
negotiations. It is a smaii 


organisation with an annual ! 


budget of SFr7im end a full 
staff of 400, but none of the 
authority or standing of a CN 


negotiating parties. 


Asa result, Gatt's future has 
been under _ Scrutiny. The G7 
communiqué said that “a suc- , 


cessful euicue of the Urz- 
guay Round will also call for 
the institutional! reinforcement ' 
of the multilateral trading sys- 
tem. The concept of an interna- 
tional trade organisation 
should be addressed in this 
context”. 


Such a new institution 
would have to take account of 
fresh political developments, 
Gatt’s increased membership 
and become 2n international 
trade organisation, such 2s wes 
envisaged after the Second 
World War. This would reouire 
@ permanent secretariat able to 
mcorporate and implement the 
substantive outcomes of the 
Uruguay Round 

The United Nations Confer- 
ence on Trade ard Deveiop- 
ment (Unctad). with it concer 


for developing countries, has ° 
alread 


y taken an initiative in 
this direction. In the end, if 
global trade is to be fully regu- 
lated, the institution worid 
need to stand on 2 par with the 
IMF or the World Bank. 

Gatt has the nucleus of al: 
these characteristics and since 
its foundation has established - 
precedents for trade negotia- 
tions and regulations and, 
most important, a disputes pro- 
cedure. This, if not fuily 
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Enion is 
parallel pro- 
scale and 


The first is that it is seeking 

' te join 2 world economy whose 
i capitalist principles it had 
tor 50 vears to defy 

— indeed, to crush. The second 
is that the economy K con- 
: Structed as an aiternative to 
the capitalist one is in full dis- 
integration, its centrally -con- 
tolled inks snapping and the 
' party and B control 


| which dcove it broken and dis- 


oriented. For the past year, the 
figures have been 
increasing:y ‘Tagic — and, as 
ever, contradic-ory, and proba- 
bly of donktiul value, except as 
indications of trends. 

Tnrese trends seem clear. 
Industriz? preduction, incind- 
ing food progrsction, is likely to 
“ali by at lezst 10 per cent this 
veer. LaSeur groductrvity will 


: fal by as much. Oi production 
' ig falling rapialy, leading both 


commentators and oificials to 
predict what had sot been 


-thirkabie: the Soviet Union 
; cauld recome én cl importer 
’ Before the ecd of tae decade. 


Eves before the August 
ae Winch what 
es Is® of conta, control the 


; feereias and fanking system 
! was mo ‘cnger responding to 
. ingnagemen: Sam tne top. The 


| State centre: bans (Gesbank) 


10%" siuply trints money as 


| 
- 


| fest as ‘+ can to mass on to the 

central berks of the republics 

— Which are under a political 

coo wich demends ever-in- 
ed spending. 

“Ther b have little real ieverage 


obeyed, cannot be — along | on the new, ranidiy growing, 


with the work done in the 4% 
years of negotiations — lightly 
set Set aside and ignored, even if 
the Uruguay Round fails. 
Perhaps the most realistic 
approach is rh see the Uruguay 
Round as the eighth in a line 
of trade negotiations and not 
as the one by which the 
world’s multilateral trading 
or falls. 


needed to reduce them further 
and to liberalise fully the 
“new” sectors that the present 
round took on. 


commercial banks, whose obe- 
dience to the rules iS occa- 
sional and whose operations 
probably conform to n0 mown 
stendard of tions. 

on the most 


at between 2 and 3 per 
cent a week. The combined 
budget deficits of the centre 
and of the republics is more 
than Rbsl00bn, and foreign. 
debt, which is continuing to be: 
serviced bat about which there- 
are widely voiced doubts, is: 
over $60bn. Without central: 
authority, and with populist 
nationalist governments in- 
power throughout the union,= 
there seems no force able toz 
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THE SOVIET UNION 


Growth and decay while 
the west debates 


“stop “hyperinflation and finan- 
cial collapse. 


co! 

Worse, there may be insuffi- 
cient force now to provide ade- 
quately for the winter. Cries of 
impending starvation are 
heard sceptically wi 
Soviet Union aid abroad 
it year, when this 
cry was made then amplified 
by the Soviet and foreign 
media, nothing of the kind 
occurred. This , however, 
there are more serious fears of 
real shortages: shortages of 
food because of the worsening 
of production and distribution 
systems; and a breakdown in 
power supply, as stocks of coal 
and oi! ran low. 

This is the frame within 
which a picture of disintegra- 
tion must be set. It is both dan- 
gerous and, so far, untackled 


The co-operative 
movement, sanctioned 
four years ago, has 
grown.at the expense 
of the state sector 
a ea 


— although there have been 
many pians thrown at it. 


With the disintegration, | 


there is also 2 government 
commitment — strengthened, 
at least on the political level, 
since the te ar — to 
integration in wi econ- 
omy. With that, there is now in 
bead a chaotic, unregu- 
lated and part criminal but 
nevertheless strengthening pri- 
vate sector. The first is revers- 


In the co-operatives, how- 
ever, and the commodity 
exchanges, the one-person 
businesses, the joint ventures, 
the new ae lie the seeds of 
a capitalist class which could, 
given time and assistance, 


has grown 
expense of the state sector, 
from which it continues to 
drain workers, those 
with skill and energy. Often 
formed by managers in the 


be mh a 





state sector, only partly 





m PROFILE: Lewis Preston: World Bank president 


A tough customer 


THE World Bank is a curious 
institution. 


try, devoted to encouraging 
development in underdevel- 


coun i 
These individuals, who 
together carry an unequalled 
mnow ledge of the economic 
problems of the Third World, 
travel wae a and travel first 
class when they do. Working 
for the World Bank is not usua- 
ally a rt to enormous 
wealth, but with their tax-free 
salaries, most canes are 


World debt problem by an 
audacious move to make provi- 
sions for the bank's entire 
Third World debt exposure. 
Mr Preston does not seem to 


though it probably yielded 
fewer benefits than he hon 


Mr 


ganisation of the bank - with 
changes a its higher 
reaches ithout explaining 


CaN tean 


His pace initial 
on reorganisation, however, 
will be welcomed by many. 
The Bank is a rigid and often 
overweaning bureaucracy 
where internal debates about 
the size of a desk or of an office 
often seem to take on more 
importance than the funda- 
mental issues that the bank is 


But it will also worry others. 
The question uppermost in . 
ow well Mr 


bank results to 
the longer term objectives of 
the World Bank. 

With the collapse of commu- 
nism in eastern Europe, and 


publiciy-quoted commercial 
with quarterly 





ane as Mr Preston's ation 
tive number two. 
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' COmmunism in the Soviet 
' + The issue ae 


eo ee 8 ee + ee ee 


munis, there was a 

history of capitalism within 
Was Lm 

the outside also meant a signif: 

icant popular commitment to a 


cope with the collanse of 


WORLD ECONOMY 3 


Stephen Fidler on the international financial institutions 


Manifold difficulties 


with the 


holders to give up part of their 


stake in the institutions to 
allow the Soviets to join. 

The relatively simple task of 
promoting Japan in the hierar- 
chy of the IMF, finally agreed 
last year, took months of nego- 
tiation. The chance of other 
countries rapidly agreeing to 
give up their shares to allow 
the successors to the Soviet 
Union a significant stake in the 
institution seems remote. 

The only multilateral finan- 
cial institution of which the 
Soviet Union is a member is 
the European Bank for Recon- 
struction and Development 
(EBRD). Nonetheless, under 
current rules, the Soviet 
Union's access to funds from 
the EBRD is limited. This may 
rapidly be altered, but there 
are worries that a bigyer role 
for the EBRD and Mr Jacques 
Attall, its brilliant but mercu- 
rial head, would increase the 
likelihood of stress among the 


institutions. This has already 
surfaced in dealings with east- 
ern Europe. 

Worries have surfaced that 
with this focus on the Soviet 
Union, the two institutions’ 
operations in developing coun- 
tries will suffer. This is eo par- 
ticularly of the IMF, a smailer, 
tighter organisation than the 
World Bank. 

IMF officials complained last 
year that a report on the Soviet 
economy which they helped to 
compile unduly stretched the 
resources of the Fund. This 
may be alleviated with the for- 
tuitous increase in the Fund's 
quotas or capital agreed last 
year (but yet to be ratified by 
the US). 

More fundamentally, the 
changes in the east have trig- 

important shifts in the 
Third World which the instttu- 
tions must be ready to deal 
with. The Third World is no 


longer a battleground for 
superpower conflicts, The 
Soviet system had in any 
already suffered a long decline 
as a role model for developi 

countries. Now many Third 
World governments are promo- 
ting the sort of economic 
reform that the IMF and World 
bank have been advocating for 


years. ; 
Privatisation in many coun- 
tries has opened up a strong 
debate about the extent to 
which the World Bank and 
regional development banks 
such as the Inter-American 
Development Bank should be 
allowed to lend directly to the 
private sector. The institutions 
will also be at the centre of an 
intensifying debate about what 
they call “conditionali- 
ty” - the conditions for exter- 
nal economic assistance and 
aid. The EBRD ied the way, 
becoming the first interna- 





tional multilateral organisa- 
tion to carry express political 
conditionality on its loans. 
This was possible, it was 
argued, because there was a 
broad consensus in Europe 
about what those conditions 
should be. 


Imposing express political 
conditions on loans from the 
World Bank and IMF has in 
the past been taboo. That is 
not to say that political rela- 


EBRD chief Jacques Attali: brilliant but mercurial 


tions with rich western govern- 
ments that comprise the two 
Institutions’ main shareholders 
have never influenced the IMF 
and World Bank to lend 
money. They have and, some 
would argue, all too often. 
Nonetheless, the discussion 
about what the World Bank 
calls “governance” — or good 
government — is growing in 
importance. With the fading of 


the colonial memory, some 


industrialised countries are 
becoming more forthright in 
raising the issue of express 
aarp cone ons: — aid. 
An re appears e@ grow- 
ing support in the Third World 
for the notion that aid should 
not prop up corrupt govern- 
ments ruling without popular 


suppor. 

Linked to this is the debate 
about whether aid should be 
forthcoming to countries with 
high military . Previ- 
ously, this has been a taboo 
subject because it has been 
as a threat to a borrowing 
country’s i s 

It is a complicated argument; 
clearly not all couniries face 
the same external threat but 
clearly also in many countries 
the military apparatus is sim- 
ply an instrument of repres- 
sion at home. 0 

conse- 
que and often {this from 
the World Bank's point of 
view) adverse consequences for 





Mixed statistics prove hard to interpret, writes Michael Prowse 


Doubts over US recovery 


THE US recession flattened out 
during a summer but the 


quality recovery remains 
in doubt in spite of aggressive 
cuts in interest rates by Mr 
Alan chairman of 


Greenspan, 
the Federal Reserve. 

The Fed has cut the discount 
rate — the rate at which it 
fends to commercial banks 

tediy the begin- 
the recession in July 
last year. Last month it fell to 
its lowest level since 1973. 
Short-term interest rates have 
halved to just over 5 per cent 
since the economy began to 
soften in 1989. : 


optimism in May and 
June when economic indica- 
tors began to tur up. Most 
forecasters are still predicting 


worse —is widely acknowl- 
to have risen. 

_ The doubts partly reflect 
i in mil 


since 
harder to interpret bad num- 
rs raise doubts about the 


i 


ing the summer. Real ss 
national product (GNP) fell at 


Non-farm employment rose 
at an average rate of 
30,000 between May and 
August. This was a tiny 
increase in an economy of 
109m jobs but a welcome con- 
trast to the average monthly 


declines of 196,000 between 
July last year and April. 

The length of the average 
working week also rose notice- 
ably - from 40.2 hours in April 
to 40.9 hours in August, sug- 


good 
more than half the decline reg- 
istered during the recession. 
Manufacturing output grew at 
an annualised rate of nearly 8 
per cent between March and 
August. Housing starts in July 
and August were 16 per cent 
above the average level in the 
first quarter of the year. 
Demand has also 

Consumption spend- 
ing — roughly two thirds of 
economic activity — rose at an 
annual rate of 2.5 per cent in 
the second quarter. Retail sales 
fell sharply in August, more 
than wiping out an increase in 
Joly. But most economists still 
expect overall consumption 
spending to rise modestly in 
the current quarter. The latest 
trade figures showed a sharp 


rise In imports in July — an- 
other sign that demand has 


The question is whether the 
economy can build on this 
foundation. Sceptics worry 
that the recovery is narrowly 
based: most of the positive 
indicators relate to manufac- 
turing, a sector that accounts 
for only 17 per cent of US 
employment. Construction and 
most service industries, includ- 
ing banking and retailing, have 
been hit much harder than in 
previous downturns. 

Pessimists argue that a 
surge in consumer and busi- 
ness confidence following the 
successful conclusion of the 
Gulf War provided only 
short-term support for the 
economy. Consumption ran 
ahead of personal incomes, 
which were constrained by 
stagnant employment. With 
debt burdens high and savings 
rates low, the danger is that 
consumers will retrench, caus- 
ing companies to rein in pro- 
duction and abort the fragile 
industrial recovery. 

Persistent weakness of 
money and credit has fanned 





Federal Reserve chief Alan 
Greenspen: aggressive cuts 
such misgivings. M2, the most 
closely watched measure of 
broad money, contracted at an 
annual rate of 0.7 per cent 
between May and August. The 
Fed's target is for growth of 
256.5 per cent. But the signifi- 
cance of the monetary slow- 
down is hotly debated. 

It partly reflects artificial 
distortions, such as banks’ 
determination to rebuild capi- 
tal ratios by restraining 
growth of their balance sheets. 
This has depressed interest 
rates on deposits relative to 
returns on market instru- 
ments, causing a switch into 
bond fands. The Fed, however, 
appears unconvinced that the 
monetary slowdown can be 





fully accounted for by such 
technical factors. 


claim 

wholly discouraging. The 
excessive growth of borrowing 
and oa in the 1980s led to 


half of the year, export vol- 
grew at an annual rate of 
about 10 per cent. 

The resilience of exports 
helps explain the mildness of 
the recession -— output has 
fallen by just over 1 per cent 
compared with about 3.5 per 
cent in 1981/82 — and the 
improving balance of pay- 
ments. The trade deficit, which 
has also benefited from a tem- 

squeeze on imports, is 

ing at an annual rate of 

about $60bn - a marked 

improvement after seven years 
of $100bn-plus deficits. 

Recession, meanwhile, has 
curbed inflation. The Fed ts 
forecasting underlying infla- 
tion of about 3.5 per cent over 
the next 18 months compared 
with a core rate of more than 5 


sectors where lack of competi- 
tion led to higher inflation 
than in industries producing 
tradeable 


But these gains will hardly 


on ne 
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look worthwhile unless growth 
picks up soon. Most forecasters 
are crossing their 

The fledgling economic 








recovery will eventually gather 
momentum, but only if enough 
consumers and businesses 
believe in it. 
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GERMANY 


Unification and 
schizophrenia 


THE most obvious result of 
German reunificati 


nomic terms, has been schizo- 
hrenia. One country now 
Hing in opposite directip ah 
gin 
That at least has Seen the 
bcture for the whole first year 
of unification. While the for- 
mer East Germany has seen 
the collapse of its industrial 
, S0aring unemployment, 
and a surge of emigration, the 
former West Germany has 
responded with an acceleration 
of growth, production at the 
very limit of capacity, and ris- 
ing employment. . 
economists 


believe that the picture is 
beginning to change. The 
slump in the east 2) to be 
bottoming out, although unem- 
ployment will continue to rise. 
As for the west, the boom is 
slowing down rapidly, but 
there remains a real threat of 
overheating, with wage pres- 
sures Lonmcrge? up inflation, the 
government strugaling to con- 
trol an un budget 
deficit, and the iadapentent 
Bundes insisting on rigid 
control of money supply. 

The most remarkable thing 
about the trauma of reunifica- 
tion is that the pain of absorb- 
ing the ossified and autarkic 
socialist system of East Ger- 
many has not been more pain- 
ful for the west. One year on, 
however, and the western 
economy is on a knife-edge. 

What actually happened 
with German economic and 
monetary union (Gemu) from 
July 1 1990, is now history. 
Overnight the East German 
economy, itself the most «ffi- 
cient part of the East European 
socialist system, went into vir- 
tual free fall. Industrial produc- 
tion collapsed by 43 per cent 
between July 1990 and Febru- 
ary 1991. Overall gross domes- 
tic product was down by 
almost 35 per cent between the 
first half of 1990 and the same 
period of 1991. 

On the employment front, 
between the end of and 
mid-1991 almost tn jobs were 
lost, or one third of 
the total workforce. It was 
worse than even the i 
had feared. 

The introduction of an effec- 
tive conversion rate of one to 


one for the Ostmark against 
the D-Mark meant that over- 
night virtually ali East Ger- 
man industry ceased to .be 
competitive, Perhaps even 
more important was the switch 
in preference of eastern con- 
sumers to western consumer 


goods. } 

At the same time, the former 
markets in the Soviet Union 
and Eastern Europe were dry- 
ing up, ard from January |! 
this almost 


year, 
entirely, as Comecon aban- 
doned trade in transferable 
roubles, and switched to hard 
currencies only. 

In stark contrast, the “old 

Bundeslander” of the west 
were reaping all the benefit of 
the massive state subsidies 
flowing eastwards, with 
surplus they could not provide 
coming from imports -— thus 
pushing the balance of trade 
into deficit for the first time in 
years. 
West German industrial output 
rose 8 per cent between July 
1990 and April 1991, and gross 
national product by 4.3 per 
cent between 1989 and 1990 
- and is expected to keep 
growing by 3 per cent this 
year. The western economy 
managed to absorb an influx of 
immigrants from the whole of 
eastern Europe, more than 
300,000 “commuters” from the 
new Bundeslander, and still 
see falling unemployment. 

The big danger for the Ger- 
man economy now, Kentified 
both by the OECD and the 
main economic imsti- 
tutes, is of excessive Wage pres- 
Sures in the east (seeking rapid 
equalisation of living stan- 
dards) undermining what 
hopes there are of reviving 
competitiveness; and of paral- 
lel wage pressures in the west. 
fuelled by the continuing tight 
labour market, and the hefty 
budget deficit, leading to over- 
heating of the western econ- 
omy. 

Western growth has started 
to slow down since the second 
quarter of the year, as the ini- 
tial impact of unification wore 
off The effect has been accen- 
tuated by the tax rises intro- 
duced in July, squeezing dis- 
posable income in the west, 
and by the steady increase of 
interest rates stoked by a cau- 
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tious Bundesbank. Forecasts 
now are for a fairly sharp slow- 
down in the second half of the 
year, with a slight recovery 
coming next year, as the inter- 
national economy starts to puil 
out of recession. Thus Deut- 
sche for example, fore- 
casts a growth of 2 per cent in 
the west next year, compared 
doll gg aft allctcr it also 
foresees “not inconsiderable 
risks” in the forecast. 
Dresdner Bank comes to 2 
Similar conclusion. “The West 
German economy will undergo 
." it says. “Unfa- 
rourave price developments 
and alarmingly high govern- 
ment borrowing create a dan- 
gerous pot 
regarding the relationship 
between ; and 


monetary 
wage policy.” Jt suggests a 
slowdown from 3.3 per cent 


banks says. The marked accel- 
eration of price increases is 
mainly a result of rising unit 
labour costs. 


ee Eafeeize is 
presently on a ae 
Dresdner Bank concludes. 

In spite of obvious signs of 
revival in the eastern econ- 


entirely to construction and 
retail trade - both provided 





1988 1989 1990 1991 


with their inputs by the west- 
ern economy. There is still 
Widespread pessimism about 
the ability of the Treuhandan- 
Stalt, the dag pe seer 
in the former East Germany, to 


gramme and 
the massive former state- 
The tromat obetad lie 

0 eS in 
an inefficient brreau- 
cracy, and problems of 
property ownership, in 
attempting to resolve disputes 


In the short term, eastern 
unemployment seems certain 
to sozr again, as up te Lém 
workers on short-time work- 
ing, a euphemism for paid 
unemployment, become offi- 
cially unemployed. 

The political sensitivity of 


Quentin Peel 
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any into recession. 

Certainly, there hare been 
some very severe shocks in the 
financial economy — bankrupt- 
cies of property and stock mar- 
ket investment companies 
have climbed to record levels. 
Banks and other creditors will 
have to live for some years 
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FINANCIAL HIGHLIGHT S 


UNAUDITED AS OF SEPTEMBER 30, 1991 











Sept 30 Sept 30 
1991 1990 
SR ‘000 SR ‘000 
Assets é ; 
Cash and Due from Banks : 13,228,376 10,695.739 
Loans and Advances (net) 9,625,510 7,387,616 
Bonds and Securities = 11,374,349 7,094,159 
Other Assets 1,589,545 1,551,269 
Total Assets . 33,817,780 26,728,783 
Liabilities and Shareholders’ Funds : 
Customer Deposits 26,463,964 19,799,524 
Due to Banks . 3,468,170 3,837,638 
Other Liabilities ” 1,201,873 780,832 
Shareholders" Funds . 2,683,773 2,310,789 
Total Liabilities and Shareholders’ Funds "33,817,780 26,728,783 
Contra Accounts 38,416,040 28,414,499 
Statement of Earnings - 
Operating Revenue - 903,285 714,414 
Less: Operating Expenses (350,167) (280,695) 
Total Operating Income §53,118 433,719 
Transfer to Reserves (37,646) (52,683) 
Net Income for the nine months ended i 
Sept 30, 1991 515,472 381.036 
For further information, please contact: 
Blead office: The Corporate Bank, P.O. Box 833, Riyadh 13421, 


Secretary, Saudi American 
Kingdom of Saudi Arabia. Telephone (01) 477 4770. 
London branch: The Manager, Saudi American Bank, Nightingale House, 
65 Curzon Street, London W1Y 7PE, U.K. 
Istanbul branch: The Manager, Saudi American Bank, P.O. Box'49, Levant, 
Istanbul. Turkey. 
Geneva office: The Manager, Samba Finance S.A... 16 Rue de la Pelisserie, 
1204 Geneva, Switzerland. 
New York Representative Office: The Manager, Saudi American Bank, 
399 Park Avenue, New York. NY 10043, U.S.A. 
Paris Representative Office: The Manager. Saudi American Bank 
51 Avenue Hoche, Paris 75008, France. 
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Gradual deceleration 


Certain industries offer 


sidence that the slow. 
ample ev = than 


these into account, the 
ties conclude that the overall 
economy is unlikely to plunge 
into recession, pointing to 


rts have also held up 

well, despite the worldwide 

peace slow eas Asian 
continue to 


se expect fo Tenover Wan 


the American my picks 
i ai the end of the year. Com- 
bined with a slowing of 


im export growth 
push apa 's trade surplus 
from last year to $86bn 


$6abn 
in NOGT ait aboce $10sta cet 
year, according to Nomura 
Research Institute, research 
ee Offi- 
onal Trade and Industry fear 

For both economic. and poiit- 
ical reasons, then, the authori- 

maintain 
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AFTER three years’ of 
remarkably rapid economic 
growth, French popular 
self- corre 


growth rate in 1991 of 2.9 per 

the latest OECD estimate 
for 1991, issued last July, 
his estimate down- 






tively recovery in 1992, 
ce Ss 
budget calculations assume no 
more than 2.2 per cent. 
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too late to match the decline in 
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FRANCE 


Once bitten 
twice shy 


years under a Gaullist govern- 
ment, and has remained 
the return to 


up its budget for 1991, the defi- 
cit was to have come down to 
FFra0bn, or 1.2 per cent of 
GDP. In the event, the reces- 
fin peurines Greteent toatl 
ne eee 

r y 
bargained for, and may well 
work out at some FFri00bn. 
next 


Finance Ministry’s 
unwavering commitment to 


the ee of eatery 
has paid Year 


wards, and it is now one of the 
lowest in the industrial world. 


omy is in tolerably good shape 
to s up to the curren 














Europe. During 

rapid growth it gradually 
receded, from 10.5 per cent to 
89 per pont 5 but it is now r= 
ths winter. The authorities 
have spent lavishly on job 
training and experience 
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Global Trade Finance 


Headquartered in the Middle East with branches, 
subsidiaries and affiliates spread throughout the world, 
in a unique position to assist the flow of 


ABC is 
international trade. Its trade finance 


found in every 
respond to 


Its in-depth 
East can h to 
and Uhh 


ists can be 
of the globe and stand ready to 
most demanding requirements. 


and experience of the Middle 


increase your business there safely 
. Yet its innovative techniques can be 


to trade finance needs 


anywhere in the worl rom mul-curreny a or 
ing rate joans, and/or 


interest rate swaps, back-to-back leters 


cilities, 


rt and post-shii financing and computer- 
Neked bovernatiaal cast cana cevices setable 
through your own terminals, to confirmations of 


banks" 


collections, its glo 


ions, its glob 
large and 


ABC Group is second to none im the quality, 
not get the strengths of the Arab World's largest 
international bank working for you? 


ee 


. Li 
EPR eetspe sonesene “edge AM 


~~ 
Head Office: Arab Banking Corporation (BSC), The ABC Tower, Diplomate Area, P.O. Box 5698, Manama, Bahrain 
Teh SEazE5 Tic Bega ABCEAL BNI Fax: S206 
Worldwide Presence: 


Amman, Bahrain, Bangkok, Barcelona, Frankfurt, Grand Cayman, Hong EF. 
Monte Carfo, New York, Pans, Rio De Janeiro, Rome, S20 Pao 
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Houston, London, Los Angeles, Madrid, Milan, 
Singapore, Tokyo, Tripoli, Tunis 


AFTER years of fruitless 
sions by i Brussdis 

- an prom- 

ises from ministers — about 
the need for the weaker econo- 
inies of the European Commu- 
nity to make their perfor- 


maiices converge more 
with those of the stronger, 
there is at last a real stick and 


netary 

union (Emu). Negotiations on 
Emu now appear likely to 
come to a successful conclu- 
sion in December, barring 
i itain’s sov- 


o- 
mies — chiefly Italy, Greece, 
Portugal, but alse te some 
pi Ireland _ Spain 
— have suddenly woken up 
threat that unless they buckle 
spandicey cal tatatiocs toes 
5 ani n, they 
might not only miss the start 
of the Currency union 
in the 1970s, but have to 
stay out for some time. 

Awareness of this has come 
at an awkward time. This year 
is expected to see a slowdown 
in growth of the EC economy 
to about 1.25 per cent, or half 


in mid-summer. 
Despite the slowdown in activ- 
ity, inflation is expected to 
remain high, at an average 
annual rate of 5 per cent. 


cee ie 
prices in Germany. Bu 
area of public spending, where 
discipline will be needed in 
order not to undermine the 
colimion monetary policy in 
Emu, the Commission notes 
because of the slowdown, 
the trend of recent years 
towards ing budget defi 


to five-year medium-term pro- 
jections that governments 
always have on hand. 

But three countries are in 
more detailed discussions with 
fhe Brussels Commission. 

is now a joint Commis- 
sion-Italian committee 
reguiarly to review Rome's 
progress, or Jack of it, in curb- 
ing its budget deficit. Portugal 
has always had regular macro- 
economic discussions with 
Brussels ever since it joined 
the Community. And Greece 
may have avoided going to the 
International Monetary Fund 
this year by taking an Ecu2bn 
Community loan instead, but 
the price of this has been 
supervision by Brussels every 


Deflator 
of private 
consumption 


Beigium 
Denmark 





bit as close as it would have 
been by the IMF. 

Brussels’ interim verdict on 
Greece, the only EC state with 
across-the-board economic 
problems, is not very good. 
“Greece's inflation is going 
down, its current account is 
better and reserves are rising”, 
says one official, “but its bud- 
get deficit is still bad and noth- 
ing is happening on structural 
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David Buchan reports on developments within the EC 


Convergence looms larger 


MAIN INDICATORS OF NOMINAL CONVERGENCE PROBLEMS IN THE COMMUNITY IN 1991 


reform”. Yet there was little 
dissent when EC finance minis- 
ters held their autumnal infor- 
mal meeting in September and 


PUBLIC FINANCES 


TION 
Nominal Gen govt net 
unit borr requirermnnts 
labour costs (% of GDP) 
a4 6.5 
1.4 4.3 


Public debt as a 
percentage of GDP 


1991 hange from 1990 
128.1 0.6 
62.3 0.3 
45.4 24 
86.0 0.3 
4465 0.3 
37.3 09 
S74 “2.4 
108.3 Zé 
4.7 -1.6 
7B.8 0.3 
63.8 <5 
445 1.3 
50.0 1.4 
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EXTERNAL ACCOUNTS 


Gurrent account + National ' 
balance t Savings 
{% of GOP) | 15% of GDP) 
i 

t.1 : 20.8 ] 
16 1 19.6 | 
“1 I 23.4 i 
5.0 : 13.8 t 
29 f 23.0 t 
09 i 20.1 
22 i 217 | 
“7.3 : 13.5 } 
26.4 ' 7.4 ; 
4.0 I 265 
72 : 27.1 
“1.1 ' 14.6 
0.5 ; 20.3 


Source: 1997 'svecess of te Serre szise sacvsceg 


of price stability, which is 
apparent from a2 level of infla- 
tion which is close to that 
i by the member stare 
with the best performance”. A 
more precise definition of 
“close” would be written into 
an accompanying protocol 
One suggestion, made in the 
EC Monetary Commitiee which 
is working on this matter, is 
that the inflation rate of Emu- 


eligible states must be within 
2.5 percentage points of the 
best a them. Likewise, a 
debt to GDP rato of 60 per cent 
is sugeested. For Belgium. 
Ireland and lt2ly. with debt- 
GDP ratios of 100 per cent or 
more, t0 gec dow to that fig- 
ure in less than a decade would 
be littie short of miraculous. 
Iz fact, the absointe level of 
@ courty's eccramic intica- 
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tors at any given time is not 
what tatters, but rather the 
direction ard speed with which 
the indicators are changing. 
However, there probably also 
bss to be some check that a 
country cannot get into Emu 
simply because of a momen- 
tary improvement in its eco 
nomic pe —- which is 
why the Dutch have suggested 
convergence should be mea- 
sured over a two-year period. 
Ministers also appear to 
have settled their dispute over 
what: sort of monetary body to 
set up during Emu's transt- 
tional second stage (billed, if 
all goes well, to last 1994-97). 
Italy, and the Com- 
mission have bowed to strong 
insistence by Germany, the 
Netherlands and (slightly on 
the sidelines) Britain, that in 
stage two ore should only = 
a onetary Institu 
which wowtd only co-ordinate 
the Twelve's national mone- 
tary policies - and that the 
Central Bank should 
only established when the 
decision to enter Emu’s final 
ac has been oo a sin- 
currency is In minting. 
But at least three other prob- 
lems remain: 
@ Of by far the most political 
importance is the decision- 
making procedure to move 
from stage two to three. The 
nub of the problem is whether 
ali countries must have a 
chance to “opt in” to Emu — as 
Britain would like — or 
whether all 12 are assumed to 
be in, unless for reasons of eco- 








nomic incapacity or political 
unwilli they “opt out’. 
Britain's peculiar problem 
arises from the fact that, for 
political reasons, it does not 
want to be singled out in the 
special exemption clause 
which the other 1) are ready to 
t it. 

® While ministers may have 
agreed, broadly, on conver- 
gence criteria in the run-up to 
Emu, they have yet to tackle 
the hard question of how much 
economic discipline will be 
necessary to prevent monetary 
union being undermined, once 
it is established. 


It is all very well to agree 
treaty language forbidding 
states to run & bu 


deficits, and forbidding the 
Euro-bank to bail profligate 
governments out. Such rules 
need sanctions. But what pen- 
alties can in reality be imposed 
on governments? Fines by 
Brussels? a ; 

@ The right decision-making 
balance still has to be found on 
external exchange rate policy. 
At one extreme, it is clear that 
governments would decide 
what sort of (fixed or floating) 
parity the Ecu should have the 
dollar or yen. At the other, it is 
settied that the Euro-bank 
would conduct day-to-day 
exchange market operations on 
its own. 


_ But there are middie 

issues ~ what happens if 
defending a fixed rate against 
the dollar is inflation- 
ary? — which remain murzy 
and need settling. 





CREATING capitalism without 
capital and democracy without 
a stable middle class is prov- 
ing a lot more complicated 
than was imagined when the 
ideological and physical barri- 
ers dividing Europe crumbled 
two years agu. 
In same areas, 

been faster than expected. The 
speed with which Poland and 
Hungary, for example, raised 
their exports to European 
Commanity and other hard 
currency markets in response 
to from 


powerful 
devained but internally con- 
vertible currencies and lower 
trade barriers has been 


Likewise, the determination 
with which Czechoslovakia, 
Hungary and Poland, the 
so-called “Central European 
Three” (CE3) have pushed 
ahead with plans for large- 
seale privatisation and re- 
ae their statate books 

C-compatihle legislation 
is remarkable. 

Bat attempts to create con- 
ditions for domestic enterprise 
and attract foreign investment 


while slimming down bureau- 
cracies and closing loss 
- making enterprises is put- 
ting all the fragile new demo- 
cratic governments and societ- 
ies under immense strain. 
The etinic conflicts in Yago- 
slavia and the violent attack 
by Romanian miners on the 
Bucharest parliament are 
extreme examples of societies 
under economic and political 
stress. But eee = 
region, rising unemploymen 
and declining industrial pro- 
duction reflect the painfr) lig- 
Didation of obsolete and over- 
manned capacity at a far fas- 
ter rate than new jobs can be 
created by local entrepreneurs 
— often by association 
with the old communist 
regimes ~ or by foreign 
investment which remains 


very 

The problems of re-adjust- 
ment have been made much 
worse by the self-destructive 
collapse of the trade links with 
the east, artificially built up 
over 40 years, which followed 
the shift of inter-Comecon 
trade to a dollar basis after 


CONNECTIONS 


January |. In effect, east and 
central Europe has borne the 
brant of the sharp reduction in 
Soviet imports from all 
sonrces. 


Industrial production con- 
tinnes to fal] throughout the 
region, although there are 
clear signs that the worst of 
the declines are over in former 
east Germany and Poland, 
where the initial contraction 
harshest. 


Was 

If optimistic noises about a 
construction-led boom develop- 
ing in the five eastern prov- 
inces of Germany are correct, 
it could provide just the stimx- 
Ins required to kick-start 
recovery in Poland and 


EASTERN EUROPE 


Focus on privatisation 


materia] companies - espe- 
cially in Czechoslovakia with 
its proximity to the east Ger- 
man industrial centres and rel- 
atively modern existing facili- 
ties such as the Sklo-Union 
glass works, taken over by 
Glaverbel of Belgium. 
Czechoslovakia and Hun- 
gary remain the most favoured 
tor foreign investment, with 
Czechoslovakia attracting 
neatly $600m in the first half 
of this year while Hungary 
attracted $680m in the first 
eight months compared with 
$300m for the whole of 1990. 
Hungary's main problem 
remains its heavy foreign debt 
of about $20bn gross while 
Poland has to 


managed 
50 per cent of its $3abn official 
debt burden through negotia- 
tions with the Paris Club of 


~GLOBAL 


i speed 
to privatise the retail and 
trade sector. Despite the 
attraction of nearly 40m poten- 
tial consumers, however, the 


But, % 
Fiat, Philips and other muiti- 
nationals, most investment to 
date is frustratingly smali 
scale for a country which 

foreign 


its strong 1990 trade surplus 
whittled away by a flood of 
imports, including many con- 
Samer items which conld well 


be made at home. The rise in 
imports reflected the zlaty's 
effective re-valugtion through 
a combination of domestic 
inflation and virtuaily fixed 
exchange rate, 
Lower-than-expected 
receipts from more-difficalt- 
than-expected privatisation 
Meanwhile contributed to a 
rising bodget deficit and 
high ed inflation. 


year, $iL.7bo adjastment Iocan 

All countries in the region 
reacted with relief to the fail- 
ure of the Soriet coup. But it 
also gave a renewed sense of 
Urgency behind the drive to 
forge closer Unks with the 
European Community and 


century. 

The soclat expiosion in 
Romania in late September 
anderlined the particalarly 
parlous state of the “southern 
tier” countries of Romania, 
Bulgaria, and Albania while 
Yagoslavia, the 


ry try 
for EC membership. So will 
the three Baltic states of Lat- 
via, Lithuania and Estonia 
which are also expected 


“fast-track" C3 countries 


rather than fanguish in the 
slow lane to which the 


The aim of eventual EC 
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entry is a powerfal focusing 
point. But it is now clear that 
bridging the enormous gap 
between the two sides of the 
divided continent is 

more than a question of 
old factories, sell- 


is an 
extraordinarily complex 
structure of laws and 


organic 

institutions. The problem is 

that such societies were 
aver generations. - 


Anth ony Robinson 
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have been largely disap- 





- ASIA ENVIRONMENT and the 
"terete econom singl 
: inseparaple. Environment mtd However, last month the 
cies work best if the economics Euro Commission pro- 
"te 7 : a are right and the markets a tax. It said that 
| | ee ing: e S rain net Goon the Community needed. to 
: efs are realising that economic in 2 of energy- 
: aus more acceptable if saving measures including a 
I EG account of the envi- on energy — 
tet pl te —_ EEE ———————n= ing by governments anxious | ronment. to about $10 on a barrel of off 
International eee the be ee Sere terns a thes wil i — if the EC was to meet its 
Bank cannot problems. Therefore, poses risks environ- target of capping carbon '- 
aa 5 é sat to oe be hoping to channel domestic ment: acid rain, ozone deple- Nik ide output at 1990 levels by the 
desi spite of Specially Hong Kone 15 135 75 23 23 savings — the rate of savings | tion, deforestation and the year 2000, 
Strains placed b Won Indonesia 59 49 57 7.4 79 (© ,high in most countries - | greenhouse effect, or global EC energy and finance min- 
nomic growth on Bangkok's nase 13 ie i: in 70 into fonding new projects. | warming. ; | 7 isters are considering the idea 
infrast 8 ys ; 4 This, in turn, will require fur- | Rio de Janeiro will be the = and the Netherlands, current 
The city is notorious fo Singapore “ a ds 92 &3 ther development and deregu- | host city next June to the ‘Threatening the environment factory pollution in Hungary holder of the EC presidency, is 
traffic problems. The IMF cor S. Korea 124 120 1.5 8.1 &7 lation of local financial and | Earth Summit. There, the hoping governments will 
: eons pion We ee oe, ee capital markets which are still | world's environmentalists and THE ENVIRONMENT by the end . foe year to oak 
model for its economic 2 . = Unies these are Hecide what efforts should be for negotiation. 


policies over the Soures: Asian Development Bank met, foreign investors both | made to tackle these risks 


on 
within and outside the region | - and many more - at the 7 economic instruments is 

the i and Malaysia port facilities. will be looking increasingly at | highest level. FE ad ee ne meal 
which noted: “Traffic condi- 8, and of Indonesia and Hong The IMF study of Thailand, other places in which to in terms of economic policy- conomics an the tradeable permits - or 
cent (although written by four Fund econo- develop their production bases: | making leone it could be emission reduction cred- 


deteriorate, with the the colony's has been declining mists, says that although ia, beginnin argued delay 7 5g - Clean Air Bill and 
traffic speeti down to 10 kilo: sharply); Inflation has bees impact of infrastructure! bot. open up its econoty and seek | United Nations Confevence on ‘g reen issues stax on chorefiuoroarbons 
> (CFCs: W comn 





traffic jams common- - although accelerating in been slight, “it is unlikely to likely to see a huge influx as | ment - the Earth Summit's northern Europe are 
place; public _ transportation Hong Kong and Korea. remain so indefinitely unless soon as relations with the US | official title — until next year integrating economic andenvi- economic summit of the ing “green” taxes. Germany 
remzins The shocks of the past year, corrective action is taken”. are normalised. has been a hinderance to con- ronmental decision-making world’s seven biggest industri- has raised some energy tame 


such as the Gulf war and reces- The economists say the prob- The task for economic plan- | crete action. Aithough the par- and improving their environ- alised economies in July. partly in order to 
an isolated irritation. They are sion in some Western coun- lems are concentrated in the ners is not easy. While keeping | ticipants are undoubtedly mental performance”, with There, leaders debated the clean-up of the five 
ne any: Man sonatiee in Asia, eine eee santiol sents will alee ba comin ie ent competitions moment -s is thoveht Mo be = caanans eae =o in the ones = The Bu : 
, 3 a - an even 
which are seeking to deal with windfall for ofl aes and required in the south and east internationally, they must | de forum for deci j 
r costs oil seer the tim: of 


. . i strengthening - 
1 rapid economic ers. In general, : the main areas of development that significant portions of eration — what has pre- rial meeting in June endorsed hail Gorbachev. Mr John 
growth in the latter half ofthe region has come through as: their population remain below ceded it has seemed little more these “results” and welcomed Major, UK prime minister and an effective framework conven: 
1980s .has pushed infrastruc- remarkably unscathed and @ Roads and public transport. the poverty line. Although the | than procrastination. the OECD’s joint work with chairman of the G7 summit, tion on climate change which 
remains poised for further dra- Projects include an elevated balance of economies has In January, a meeting of the International Energy dealt with the issue witha few addresses all “sources and 
cases beyond. ; matic growth. light railway, other trains, swung away from agriculture | Organisation for Economic Agency (IEA) on emission honeyed phrases anda pleafor sinks" for greenhouse gases. 
_ For a number of couniries, The trend for Japanese com- roads and expressways; i , governments | Co-operation and Development in’ ies, policy instruments his 
infrastructural Problems have panies to seek production @ Ports. New seaports are ignore at their peril the large | (OECD) environment ministers and economic analysis of po!l- Rio summit. principles to work towards a 
become potentially a signifi- bases in other Asian countries being built and a second Bang- rural communities in which | concluded that the biggest icy options. i i 
cant bar to future economic has increasingly been taken up kok airport is planned: poverty rates are highest. industrialised countries should The next venue for top-level 
growth and to competitiveness by companies in Korea and @ Telecommunications. The “pursue an environment strat- ini i 
in attracting foreign invest- Taiwan which have become waiting list for telephone lines, Alexander Nicoll | egy for the 1999s based on environment was 


ment. them will substantial investors in Malay- ee een ie Sens 
move 00 Che Test stapes at Sithetn a cmaomenit ~, Se, tien times the pace Of | ssslck Schlesinger m PROFILE: Helmut Schlesi 
oug. e@ consequen : iu 2 
development. imports of capital equipment, @ Utilities. Investment in elec- | the very epitome of financial m@ rPnvrile. heimut ocniesinger 
It would be wrong to draw coupled with rising consumer tricity generation will boost | integrity and monetary stabil- 
too close a parallel between the demand reflecting greater pros- production capacity which has | ity. = 
rapidly industrialising coun- perity, have put pressure on not kept pace with growth in His years of mountain clim- 
tries of Asia, They differ vastly current account balances. demand. There have been / bing in the Bavarian alps and ou ri ea or 
in size and in degree ‘of devel- While the current account water shortages in Bangkok. abroad have left him looking 
opment. Singapore's nearly 3m and inflationary problems are Similar problems are being | superbly fit for his 67 years. At 
peel ag ayrlng pace generally a ee ig ga ela gr Bundesbanker 
over $10,000, w! figure through prudent policies, same fielis. How- | now been in charge 
for Indonesia's 183m people is rapidiy growing but relatively ever, bottlenecks do not occur | over two months, he ha 
only $500. South Korea is less developed countries - only in physical infrastructure. | already presided over a 
clearly facing a set of circum- Thailand, Malaysia and Indon- In Malaysia and Thailand, | interest rates. At every oppor in the city’s IFO economic In a year when inflation has 
stances far removed from those esia — are increasingly facing human resources too have | tunity, he makes clear his research institute. He joined already risen above 4 per cent, 
of, for example, Hong Kong. structural barriers to growth. failed to keep pace with the | determination to squeeze infla- the Bundesbank’s directorate Mr Schlesinger has stressed 
Yet despite setbacks in some Over the longer term, so too growth and industrialisation of | tion out of the economy by dis- in 1972 after being its chief the Bundesbank’s intention of 
countries, the region remains are Korea and Taiwan which the economies. There is a | couraging high pay settlements economist for eight years. sticking to tight monetary poli- 
characterised by extraordi- plan heavy spending on infra- shortage of skilled labour — rises. Otto 
narily dynamic growth: cau- structural development. particularly important if a After spending 40 years at decided to step down not become too tolerant of 
: i i transfer of technology is to be | the German central bank, Mr only three years into creeping inflation thus 
dent fiscal policies, promotion size, has been constantly alert achieved by foreign invest- |} Schlesinger is ond induce a wage-price spiral. 
of export-oriented industries, to infrastructural needs, and ment. Heavy investment in | dyed-in-the-wool Bundesbank inger would have remained This is also, says, in the 
attraction of foreign invest- Hong Kong’s long-standing particular areas, such as in the | man. When he joined the imsti- deputy president until i countries as 
ment and emphasis on develop- focus on such requirements is Knala Lumpur, Johore and | tution, it was not even called of his career. As it is, the 
ment of the private sector. farther illustrated by its proj- Penang regions of Malaysia, | the Bundesbank; until 1957, it taken over atacriticaltime for zerland, Denmark, whose rstanding in 
Over the past four years, the ect to build an airport linking have virtually exhausted the | was known as the Bank the bout the need to 
i ith a massive bridge, a supply of available labour. Deutscher Lander. Before that, most 
harbour tunnel The correction of these prob- | he studied economics at banks with an 
i Munich University and worked 


We look for . 


of Japan’s global corporate banking. IBJ takes the time 
otherwise miss 


Uncover hidden value with IBJ to build a firmer foundation for new or existing 
: —_ ventures, or get an important head start in growth. 
IBJ’s world-class research and analysis stems from 
the enormous wealth of information available to IBJ 
on request through ifs close relationships with Japanese 
corporations, from active participation on many 
governmental committees, and from IBJ’s 
well-established global network. 
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Historically qualified in business The worldwide corporate Securities-related services 
IBJ’s experience as a long-term Combining product and relation- 
lender charged with stimulating ship banking on a global scale, IBJ. through subsidiaries worldwide. 
business and industrial development serves the international corporate IBJ Trust Company, a New York- 
has broadened our perspective and © community with a full spectrum of | based subsidiary, was the first Japa- 
taught us the value of fast, flexible corporate banking services based on nese subsidiary to act as placement 
, and informed action. a strong sense of commitment to all § agent for a deposit note facility. 
E SIGN YOU CAN eee Sows Moms ance 
financing in the 1950s. In the 1960s, With 14 branches, 18 representa- § London-based subsidiary, is a lead- 
TBI led the restructuring of indus- _tive offices, and 16 major subsidi- ing dealer in the Eurobond market 
RECOGNIZE ANYWHERE Sceaon Susmrieston” stnmeen ares 
tank” in deals such as mergers that Europe, the Americas, Asia and er of yen-denominated Eurobonds 
formed a newly invigorated Nissan, | Oceania—IBJ is applying its full among Japanese overseas banking 
and the creation of Nippon Steel power and resources as one of subsidiaries; the first sach subsidiary 


Any successful business Saas, Gene em ack icmewecar sonar 


steelmaker). ($320 billion in assets), providing nated Eurobond issues for the World 


i 1 ith i : Bank and Asia Devel Bank. 
needs the right banking partner a — sutomes with information and nk and Asia Development Bank 
IB) is in close touch with an ex- iti throughout Europe’s financial 


tensive client list covering over 90% ing increasingly borderless, IBJ has = centers, as well as major Asia- 
of Japan’s top 200 companies. The Pacific markets. IR} Group under- 
bank’s strong relationships in all wrote 174 of the 526 bond issues 


sectors Of Japanese industry reflect i which ee ee 
: its neutral and unbiased position tions from around the world, in its overseas in . 
Over 60 years with respect to. Japan’s corporate Industrial Finance Seminar (IFS) 
alignments. program. A transnational financial 


of banking experience | etme gies nwa Et 


Newspaper poll of 1,825 publicly IBJ’s assistance with effective, 
ARAB BANK GROUP BALANCE SHEET AS AT 30/6/91 traded Japanese firms, and bas been well-planned cocposate development 
ranked number one every year since is based on a simple principle: seek- 
: the polPs inception. The Wall Street ing the best for all concerned. 
Journal named [BJ f the 12 IBJ customers’ long-term 
CAPITAL AND RESERVES .........0-.... US$ 845 MILLION ida coal arated = ea ee ea ee ae 
susssstrensaeneorsreesestssserse USS 12° BILLION through the year 2000. priced too high, involves too great a can reveal greater opportunity and 
And in market capitalization, debt load, or presents too much risk choice in all your business activities. 
TOTAL ASSETS pe cuddeuseensehiceounaevenwelsaaseane US$ 15.6 BILLION perhaps the most demanding poll of in a cyclical industry, our analysts 
all, IBJ stood at US$60,893 million —_ will help them weigh the alternatives. 
on March 31, 1991, placing it first 
* Bahrain , Cyprus , Egypt , France , Greece , Italy , Jordan , Korea , Lebanon , Qatar , among world banking institutions. 
Branches : B Sin , UAE. dit Kingdom , U.S.A. , Yemen. 
m Si tnctitutions and subsidiaries : Arab Bank (Switzerland ) Ltd. Switzerland, 
Main Sister isan Meuraba, Arab Bank (Austra) sc. Austria, Onan Arab Bank Owan se INDUSTRIAL BANK OF JAPAN 
Arab National Bank Saudi Arabia , UBAE Arab German Bank Germany z 2 Naw da pith se rare poe Se ee 
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THE THIRD WORLD 


Two 


vital 


influences 


AFTER the “lost decade” of the 
1980s, developing countries are 
looking ahead to faster growth 
over the next decade during 
which per capita incomes 
could rise by almost 3 per cent 


That is the modestly upbeat 
scenario projected by the 
World Bank alt it warns 
the going will not be easy. 
especially since the decade 
Started poorly with estimated 
GDP growth of no more than 
23 aa a year oat te 

r output can 
accelerate to offset the ground 
lost in the first two years and 
still average 5 per cent will 
depend on the combination of 


external influences, especially 
the growth rate of industria- 
Hsed countries, and efficient 
implementation of improved 
domestic policies, particularly 
in sub-Saharan Afri 


ica. 
Domestic policy aside, Third 
World economic growth will be 
driven by two vital influences 
— trade and finance. The 
World Bank's ine scenario 
assumes trade growing faster 
than in the 1980s, although 
many developing country govy- 
ernments are understandably 
sceptical about prospects for 
the Uruguay Round of Gatt 
(General Agreement on Tariffs 
and Trade) talks. 
But developing country out- 
put cannot grow without sub- 
t y higher imports, espe- 
cially in the debt-stressed 
economies of Latin America 
and Africa where protracted 
bmport compression has left 2 
legacy of ageing and obsolete 
capital equipment and in 
Africa, a fast-deteriorating 
infrastru 


Import volumes must grow 
at 6 per cent a year ir the 
1990s — up from 2.3 per cent a 
iy ceplitietin tara, if not 
over given 
predictions that there will be 
no terms-of-trade improve- 
ment, 

In this situation, much will 
depend on the flow of external 
finance and debt-relief pro- 
grammes. Most assessments 
rule out commercial bank lend- 
ing - other than to a handful 
of countries, mainly East 
Asian, along with Chile, 
Mexico and Venezuela. 

Foreign direct investment 


flows are projected to increase 
from $22bn last year to an 
average of $30bn a year during 
the 1991-95 period. The Bank 
forecasts net flows of approxi- 
mately $105bn annually to the 
developing world of which 
$é0bn will be aid. 

Yet last month's report by 
Mr Javier Pérez de Cuéliar, the 
UN Secretary-Generai, “Eco- 
nomic Crisis in e 
for net aid flows to Africa 
alone of at least $10bn a year, 
topped up by debt relief. The 
incompatibility of these two 
sets of figures, even without 

ing east European demand 
for capital into account, high- 
lights the need for developing 
countries to attract foreign 
investment, boost domestic 
savings and encourage the 
return of flight capital 

Capital fows will support a 
balance-of-payments deficit for 
all developing countries in the 
order of 15 per cent of GDP, 
which casts doubt on the via- 
bility of 2 5 per cent growth 
tate because the investment 
and import demand associated 
with faster growth implies a 
significantly larger current 
payments deficit. 

While the worst is past on 
the debt front — except in sub- 
Seharan Africa — the debt cri- 
sis has still some way to run 
Arrears continue to accumu- 
late, but in the three years to 
1990, debt forgiveness pra- 

debt of 


by 
$ébn or 11.6 per cent of total 
bilateral debt, 

Sub-Saharan Africa's debt 
profile continues to deterio- 
rate. According to the UN, the 
debt/GDP ratio rose from 74 
per cent in 1956 to 115 per cent 
in 1990, while scheduled debt 
servicing absorbs almost 30 per 
cent of African export earn- 
ings. In fact, no more than 60 
per cent of that debt-service is 
being paid, with the balance 
being rescheduled or the accu- 
mulation of arrears. 

Debt forgiveness in the past 
three vears totals some $2bn 
from 2 debt stock of $148bn, 
but the French promise to for- 
give $2.4bn owed by the 35 
poorest African countries, and 
Similar pledges by the US 
($1.4bn) and Italy ($1bn) should 
slow the growth of regional 








“S&S Net resource flows to Africa 
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East Asia 72 


Latin America 4.3 
Middle-East, North 

Africa and Europe 4.2 
Sub-Saharan Africa 32 
All LOCs 47 
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debt very significantly. 

While 17 of the 19 countries 

to have benefited from the 

so-called Toronto Terms for 
j debt have 


tries benefiting from the 
scheme in 1989 saved a mere 
$50m in interest pay- 
ments — less than 2 per cent of 
their debt-service obligations. 
In his recent report, Mr 
Pérez de Cuéllar asked the 
west to cancel ali bilateral debt 
(356bn for sub-Saharan 
and export credits, and 
the 40 per cent owed 
to multilateral institutions 


huge demand for capital for 
east Europe and when many 
voters in Sweden, one of the 
world’s most generous donor 
nations, have voted for aid 


reductions. 

The bulk of the generally 
gloomy and unrealistic UN 
report on Africa's economic 
crisis ~ it projects growth of 6 
per cent a year the 
World Bank’s 3.6 per cent — is 
taken oe with what the inter- 
nati community must do 
to ease the continent's plight. 
Adjustment, it seems, is more 


Africa's. Little attention is paid 
to the urgent need for domestic 
policy reform by African conn- 


tries themselves. It would help, 
too, if 


African operations — that 
structural nt is work- 
ing in Ghana, Togo and Tanza- 
nia is not supported by inde- 
pendent researchers, while 

ies highlight the 


private 

domestic as well as foreign. 

African countries where 
structural adjustment had 
some limited success, such as 
Ghana and Tanzania, are those 
where the donors are pumping 
in upwards of $800m annually, 
with ‘ to 


On. 

In the next few years, sub- 
Saharan Africa will be the test- 
ing ground both for the inter- 
national community's debt 
strategy and for structural 
one World Bank desperately 
needs a success story and the 
news that Zimbabwe -— its lat- 
est recruit and one of its last 
hopes for success — has been 
forced to turn to the IMF for an 
enhanced structural adjust- 
ment facility to avert a foreign 
exchange crisis, can only 
deepen pessimism about pros- 
pects for African economic 
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Peter Norman examines some of the problems of immigration 





Difficult economic challenge 


THEY looked like ants, 
i ae 


air travel have combined to 
push immigration rapidly up 
the agenda of international 
economic policy makers. 


states of the Organisation for 
Economic Co-operation and 
Development are to 
be receiving coantries: tor 
immigrants, most of w i 
come from outside the OECD. 

Nations such as Italy, Spain 
and Portugal, which have tra- 
ditionally sent people to other 
parts of the globe, are facing a 
al work-hungry migra 

-hungry immigrants 

from North Africa and coun- 
tries further afield such as Sen- 
egal and Sri Lanka. 

ie. commission for refu- 


gees that there 
is a latent migratory 

of 25m people in the Soviet 
Union. Some estimates s 


emigration from the Soviet 
Union and eastern Europe 
could average 2m people a rear 
allege lnelindry with per- 

ps 000 people a year 
heading for Germany 


_ Countries which have tradi- 
tionally welcomed immigranss, 
such as the US and Australia, 
are acting to prevent big 
inflows of unskilled peo 
Australia recently revised 
the aims of its immigration 


nessmen. The CS has for rears 
fought a losing battle to pre- 
vent illegal immigrants cross- 
ing its border with Mexico. The 
US Immigration Act of Novem- 
ber 1990, while providing for an 
increase of one third in the 
annual inflow of permanent 
immigrants, will result in the 


issue of a larger number of 
visas for skilled workers and 
businessmen wanting to invest 
and create jobs in the US. 

The prosperity of nations 
such as the US, and 
Australia is a reminder that 








ASYLUM SEEKER INFLOWS 











1933 1905 1987 1989 Average 

rise p.a. 

Austriz §,888 6,724 71,406 21,882 24.4% 

France 22285 28,809 27,568 81372 18.4% 

Germary 13.737 73.882 57,378 $121,318 35.3% 

Netherlands 2,015 5,44 13,460 13,698 38.0% 

Swadcena 4,000 14,450 18,100 30,000 39.9% 

Switzerfanc 7,888 3,703 10,918 24,425 20.7% 

UK 42386 S444 5.160 75,530 23.9% 
Savce: SECO 





cant economic benefits for the 
host country. West Germany's 
ee economic 

trischaftswander 


east. 
But the numbers seeking 
entry into the industrialised 


ingir of action to stem the 
flow 


At the EC’s Luxembourg 
summit in June, Mr John 
jor, Britain's prime minis- 
ter, warned colleagues that 
failure to control ilegal immi 


f 


Problems associated with 
migration were discussed for 
the first time at the annual 
ministerial meeting of the 
OECD in = The ee i 
crept onto the agenda of the 
Group of Seven economic sum- 
mit in London in July. 

During the first half of this 
year, three big international 
conferences were held in 
Vienra, Rome and Prague in 
which officiais from the indus- 
trialised countries and the 
States experiencing an exodus 
of their 1 discussed 
the problems of east-west and 


Sourh-norh migration. 
Already there appears to be 


_in the shor: term, immigra- 
tion can impose economic 
stains on 4a host country. A 
iatge influx of immigrants can 
bo ist Ener ployment, putting a 
Stram or public budgets. Immi- 
gration also tends to stimulate 
demand rather than supply, 
with adverse effects on infla- 
tion and the trade balance. 

In the ionger term, however, 
the economic effects of immi- 
gration are beneficial. Immi- 


res : 


- 


get ra and go than the norm. 
In the ageing developed 
nations of northern Europe, 
where ing birth rates are 


tion issue. Xenophobia gives 
Mr Jean-Marie Le Pen, leader 


French president, 
for tougher nationality rules 
amd warned of an immigrant 
“fnvasion™. 
_In Germany, attacks on 
immigrants and asylum seek- 
ers hin become a serious 


and 

nies and so create jobs for pec- 
ple who otherwise might be 
tempted to seek their fortunes 
farther north. 


But in general the industrial 
countries have so far beer 
reluctant to draw such conclu- 
sions from the immigration 
flow. There are signs that dis- 


tion 
let alone solved, until the 
mdustrialised tries decid 


to encourage economic devel- 
opment in, and trade with, 
those regions which so many 
young and not-so-young hope- 
fuls quit each year. 
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Clean, prosperous 
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tise in reinsurance. 
Now the government is 











and safe .— as well 

as expensive — the 
‘. ISland state has an 

*" economy based on 














area e and international business. 





This winter unemployment may 





emerge, but Bermuda seems likely 





tentatively to oea up 
part of the banking sector 

that international sources of 
business can be more freely 
tapped here, too. But this is 
not without resistance from 
one or two of the existing 
banks, which have for long 


enjoyed a hi rotected 
Sailor: ghly p 


Bermuda’s unique geograph- 
ical position carries pluses and 
minuses. On the positive side, 
the ability of businessmen to 
eateh an early flight to New 
York, and return the same 


Economy: dial-twiddiers 
steer towards a squeeze 
KEY FACTS ............ Page 2 
Overseas nies: wel- 
come mat for foreigners 
Business facilities 
Related survays ..... 
Stock exchange: 
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pong in a siuggish market 
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local skills 
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Offshore trusts: opening 
for international banks 
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Storms in the 


place 
There is no income tax, but 


ue little group of 


this picturesq 

islands, hundreds of miles 

from anywhere in the middle 

of the Atlantic Ce is not a 
re paradise, 


free-and-easy offsho 
Foreign exchange controls, a 
one-car-per-household limita 
tion and some of the world’s 
highest house prices (a simple 
condominium costs $300,000) 
are among the burdens borne 
Bermudians. 


But it is clean, safe and very 


g 


prosperous. It has turned its 
isolated position to its 
advantage. Census, 
taken in A is likely to 


geographically and culturally. 

Just now, however, the unac- 
customed shadow of recession 
hangs over Bermuda. Some say 
it ws the worst economic 
setback since the war: gross 
ee 


ee cone ee : 


cant this year. Certainly 
was nothing like it in the 1980s 
and there are doubts about 
whether this surp 

and anlonised © economy can 
adjust to snch straltened cir- 


cumstances. 

“The big problem at present 
is that incomes are not flexible 
downwards,” says Mr Brian 
Archer, a British professor who 
has produced regular reports 
as a consultant to the Bermuda 


government, 

But flexibility is essential for 
a little country which is wide 
open to the shock waves of a 
troubled world economy. 
Bermuda earns its living out of 
just two industries: tourism 


badly hit by a combination of 
factors including fears arising 
from the Gulf War, and the 
recession in the US (where 
some 90 per cent of visitors 
come from). Fortunately, the 





Bermuda may not be a free-and-ceasy paradise, but ts geographical isolation has appeal 


offshore business activities 
remain strong, although they 
de not provide employment for 
such a wide range of people as 
tourism does. 

For tourists Bermuda is 
different: it has beauty and 
charm, and it is within easy 
reach of much of the eastern 
seaboard of the US, and of Can- 
ada. There are good reasons for 
thinking that the number of 
American visitors will recover 
next season as fears of travel- 
ling fade. Yet the continuing 
US recession is a worry, and 
Bermudians are aware that 
their country has become very 
expensive. 

The complaints of visitors 
sampled in the departure 
lounge of the airport about 
prices are regularly reported in 


the Bermudian press. “We 


charge five-star prices, but 
there isn't a single five-star 
hotel in Bermuda,” points out 
one local observer. 

Bermuda declines to match 
the price-cutting tactics of 
some of the Caribbean islands 
which are now competing hard 
for American tourist business. 
It is aiming for the top of the 
market. Other destinations 
may be cheaper, but Bermuda 
has spotless beaches and 
spectacular golf courses, while 
there are no beggars, pedlars, 
= towns or red light dis- 


Pearl on the other hand, 
Bermuda risks being dull. 
Local church influence has 

strong enough to sup- 
press plans for a casino, or 
even for a proposed money- 
raising state lottery. Rigid 


mopeds, although maybe in a 
way that adds to pode island's 
charm. In any the 
universal speed limit 3 j is just 35 
kph (22 mph). 

There are rigid controls on 
development and on amenities. 
The only McDonald's allowed 
in Bermuda is in the US Navy 
Air Base in the north of the 
island, and that is because it is 
on American sovereign terri- 
tory. Bermudians have 
only on Wednesdays. 

While tourism 


has recovery 

potential, it has little scope for 
long-term growth. There 
simply is not the space. Conse- 
quently, the government is 
hoping to achieve continued 


steady expansion of the inter- 
national business sector. At 
the moment it is rather smaller 
than tourism in its economic 
contribution, but ft is intended 
that in due course it should 
Teach parity. 

Much emphasis is placed on 
the high-quality image which 
Bermuda possesses as ar 
offshore centre. ft is recognised 


as being an place to 
operate from, but on the other 
hand it has stayed free of drug 


scandals, banking crashes, 
political revolutions and the 

common of off- 
shore jurisdictions. 

The offshore insurance 
industry has been a remark- 
able success, moving well 
beyond the conventional tax 
haven criteria to develop a 
genuine critical mass of exper- 


ges in the 
past few years and it is notable 
that Bank of Bermuda has just 
announced that it plans to set 
up an operation in Dublin's 
international Financtal Ser- 
vices Centre. 


Still, Bermuda is safe and its 
porns isolation can 
have Se tite ta eicaute eee 

lish trusts 


fore because itis that mcd 
the Euro- 


pean Community,” suggests a 
Bermudian accountant. A lot 
of Hong Kong companies and 
wealthy individuals also 
appear to like Bermuda's dis- 
tance from the major world 


economies. 
On the other hand, there are 
many complaints about the 
inadequacy of the air links 
highly expensive British “Air 
msive 

ways service to Gatwick Air- 
port, London, which is to be 
reduced to just two flights a 
week this winter. Tourism as 
well as business is threatened 
by the ) nateqaacy of this con- 


even the reliability of the 
daily New York flight during 
what is likely to be an 
unusually quiet forthcoming 
winter season is in question. 
These worries matter, because 
the easy availability of flights 
is important if the tight-packed 
Bermudian population is to 
feel it has room to breathe. 

Although Bermuda is a Brit- 


ish dependent territory there 
are close links with the US. 
ott numbers of Bermudians 

t their advanced education 
re or visit for medical treat- 
ment. Many services are not 
available within the territory’s 
20%. square miles. “You have 
to go to the US to be 
cremated,” comments a leading 
resident. 

Most days the sun shines on 
Berm bighlighting the lush 
vegetation and the pastel- 
washed with the char- 


Sly. 
storms may not please the 
tourists but are regarded 
favourably by the locals — 
are “good for de tank”. 
Economi and politically, 
however, these are difficult 


ingre- 
dients for trouble, with tension 
between the black majority 
and the white minority that 
most of the economic, if 
not political, shots. There is a 
constant campaign against 
widespread “substance abuse”. 
If unemployment begins to 
appear this winter, as some 
fear, there will be no social 
security framework to cope 
with it. 

But last month the threaten- 
ing Hurricane Claudette safely 
passed by. Very likely, Ber- 
muda will escape serious dam- 
ee re 
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PLEASURE 


As a world famous holiday resort, Bermuda offers:- 


BUSINESS 


As a leading international business and financial centre and 
the preferred domicile of over 7,000 prestigious international 


companies, Bermuda offers:- An Island paradise unlike any other 
{Den Ciovant | Unparalleled beauty and sophisticated charm 
ee EF A wealth of experience and expertise Top quality accommodation and service 


ae Excellent communications and infrastructure British tradition and civility combined with Bermudian warmth 
coe a Strategic and accessible location and friendliness 

ey a Sound and sensible regulatory framework Four centries of history and culture on 21 square miles of lush 

e - os | eee Civilized, safe and stable environment coral islands 

a - — | Close co-operation between the public and private sector Some of the best beaches and golf courses tn the world 

sat |e ! Designated status under the UK Financial Services Act, 1986 A balmy climate perfect for a visit any time of year 
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Barry Riley reports on the political and labour relations scene 


Tensions beneath the facade 





Sir John Swan: needs 


economic recovery next year 
Industrial Union, is a powerful fg- 
ure. 


Last month, for example, he 
t officials for employers, including the govern- 





2 


The government's response 
been to set up a joint select 


has had to 


For the Progressive Labour 
nervous of Mr Waiter Roberts, the depu 


taking a tough line on dis- leader, insists that the workers can- 
putes because there are memories not be biamed for asking for a mod- 
serious social unrest in the est pay increase. He points out that 
— most recently in 1977 — and the a lot of Bermudian workers rely on 
60:40 black to white racial mix inev- having two jobs, and in many cases 
one has lost - a prob- 





Many workers relying on 
two jobs find that one 
goslow atthe = of those has been fost 


Meanwhile, many younger Bermu- dence bring substantial 
i i obligations in areas such as defence 


Ba 

i 
tl 

F 


faze payments 
into trouble if the second job which 
i has enabled them to cope with this 
benghovanl ang nl pheconer tsk burden is lost 

: sion. 

The PLP warns that the recession 

“While one can fine- conld make j i 

legislation it is not leg- very heavily oriented towards 
islation itself that is the only kevto whites — ani 
good labour relations. 


grent i 
a oo it ieee convinced 
t it «was favoured br a majority 
of Bermudiens. 


have taken the view that they escape from 
3 i - vwonid preserve the status Bermuda 2 aviation agreement 
ness interests in the Cabinet” and uo for the time being.” i i 
i : Politicians point out that mdepen- island mostly in the hands of the 
Despite the continuing political 


sooner 


of $2,009 could get 
through the reces- 
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f 
é 
ue 
i 
Re 
Be 
iF 


i 


B 





The Governor: “Independance _ 
one day is inevitabie” 


and diplomacy, although on the 
other hand it migh 


: 
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d ship 
arrivals were scaled hack so as 
to be oe 


the Bermuda government are 

attempting to boost cruise 

arrivals again, though such 

adjustments cannot be 
Meved at all gui 


aL qi E 
This kind of microeconomic 
interventionism may be 
unfashionable in bigger econo- 
mies, but it has to be said that 
over the years Bermuda has 
been remarkably successful. it 
has carefully nurtured the 
growth of its two industries — 
tourism, which accounts for 
about 55 per cent of economic 





When the liabilities could be 

catastrophic... financial 

decision makers worldwide 
turn to ACE for insurance. 


1988 Q1 

1988 Q2 

1989 Q3 

1888 04 

1990 Q1 1,258,767 
1390 Q2 

1990 Q3 

“End-September 


The problems of balancing the island’s two industries: tourism and international business 


Dial-twiddlers steer through a squeeze 


sq 
59,500 (1990 estimate} 
The Queen represented by Sir Desmond 


Langley ( 
Bermuda dollar, at par with US doltar 


activity, and international 
busimess, which chips in about 


rapid growth in offshore busi- 


ness rather than because of 
actual i 


ainoGan this > t t 

year’s touris 
slump could balance up the 
sectors too soon and in the 
wrong way. Meanwhile, inter- 
national business activity 


MONEY SUPPLY (M3) 


Amounts outstanding 
at end-period ($000) 


754,473 


890,897 
1,050,530 
1,199,535 
1,249,147 


1990" 1,315,832 


1,193,619 
1,244,140 
1,270,805 
1,249,147 


1,316,737 
1,315,832 





ACE is the world’s leading high excess liability underwriter, 
offering Excess Liability, Directors & Officers Liability and 
Fiduciary Liability insurance to major Industrial Corporations, 
the world. 


ACE Limited andi its subsidiaries A.C.E. Insurance Com- 


pany, Lid., and A.C.E. Insurance Company (Bermuda) Lid., 
conduct operations through brokers from their principal 
office in Bermuda. 
Excess Liability: lintits of $200 milion excess of $100 
million; D&O Liability: inidis of $50 millionexcess af $25 
milion. Shareboiders' Equity inexcess of U.S. $1 biltion. 
Policies written tn all major currencies. 





LIMITED 


THE ACE BUILDING, 30 WOODBOURNE AVENUE. P.O.BOX HM 1015, 
HAMILTON HM DX, BERMUDA. TEL: (809)295-5200. FAX: (809)295-5221 








seems to be holding up, and 
the t is aiming to 


governmen : 
boost the offshore trust side 
over the next year or two. 
The 1980s proved to be a 
period of impressive economic 
growth, but the good times 
have abruptly come to a hait. 
Gross domestic product fell by 
about 1 per cent in the last 
fiscal year to March, and it is 
feared that a dismal tourist 


talk optimistically about a 
Dick-up next spring, and indeed 
the impact of the Gulf War on 
tourism this year may have 
been quite exceptional. How- 
ever, there are enduring prob- 
lems. The very economic suc- 
of Bermuda has exposed it 
to greater competition. 
Average earnings in Ber- 
muda rose during the 1980s 
from rough parity with those 
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in the US to a level almost 30 
per ag higher by 1990. For a 
country which is engaged in 
selling labour-intensive ser- 
vices largely to Americans, and 
which has a currency 

to the US doilar, this is an 
uncomfortable trend which i 


industry further upmarket. 

In the short term, this is 
producing a crunch as the 
unstoppable momentum of 
wage demands from a highly 
unionised workiorce comes up 
against the unarguable reality 
of falling national income. Stzl- 
led labour negotiations are 
being settled by a series of 
arbitrations at about 6 or 7 per 
cent, and although these par 


trend, ther are still above inflz- 
tion which dipped to 42 per 
cent in August. 


Because the personal sector 
is taking a rising share of 
national income, there is 2 
squeeze on investment 2nd the 
balance of payments has 
Slipped into deficit. Meanwhile, 
pay costs are puting pressure 
on the government's own 
finances, at 2 time when it has 
ambitious plans to spend on a 
new prison, a waste dispose! 
facility and other projects. 

The government ran a $35m 
current surplus in 1990-91, cov- 
ering most of its $32m capital 
spen but the projections 
of the overall deficit are being 
shifted much higher. Given 
er the government starts 


associated public sector bor- 
rowing) there will be no diffi- 
culty in raising the finance, 
but the wisdom of borrowing 
in US doilars to finance domes- 
tic spending can be questioned. 

The self-imposed ceiling on 
government borrowing of 10 
per cent of GDP — about $185m 
— conid be reached i 


few officials accept. 7 

years, 
Tourism's drop in income of 

possihly G to 8 per cent this 


int. registered 
Current Account Balance (Sm) 
Exports ($m 
imports (Sm) 

Trade Balance ($m) 
Main Trading Ptnrs ('89, % by vaiue) 


* = 1983 figures. *" = Estimate 


Sauree: Economist intelligence Unit 


year, against a budgeted 
unchanged level, is the main 
factor leading to the recession, 
but a fight monetary policy is 
also causing problems for the 
domestic economy. 

There were monetary 
excesses in Bermuda in the 
late 1980s, as in many other 
countries, and unduly high 
lending both in Bermuda dol- 
lars and foreign currencies led 
to a surge in house prices and 





SCUDDER INSURANCE ASSET MANAGEMENT 
Worldwide Investment Counsel for Insurance Companies 


Performance Driven-—Risk Averse 
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Please call for our new brochure: 


INVESTMENT MANAGEMENT FOR 
CAPTIVE INSURERS 












Richard }. Lewy 
Scuddder, Stevens 7 Clark Limited 
77 London Wall, London EC2N IBD 
071-638-0007 












Richard M. Drury 
Scudder, Stevens & Clark 

175 Federal Street, Boston, Massachusetts 02110 

617-482-3990 
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A crunch as a highly | 


unlonised workforce 
comes up against. 
falling national income 


$25,000 per surely 
they ought to be able. to 
belts just once in 

aw 
Barry Riley 
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BUSINESS FACILITIES 


A popular spot 
for conferences 


AS AN offshore financial 
centre, Bermuda’s business 
facilities and telecommunica- 
Hons links with the rest of the 
world are extensive. Ever since 
the 1988 US-Bermuda tax 
treaty, which allowed US busi- 
messes tax deductibility on 
mi id om the island, 
Bermuda has been a popular 
Spot for conferences and 
annual companys get-togethers. 

Among the blue-chip corpo- 
rations that have held meet- 
ings in Bermuda recently are 
IBM and Jaguar - which 
launched & range of cars while 
on the island. The Tourism 
Ministry hopes the next big 
event will be the annual meet- 
ing of the main association of 
US life insurance com 


carriers fly daily, and some, 
such as Pan Am’s late Friday 
night and early Monday morn- 
ing trips, allow for the possibil- 
ity of regular commuting. 
Flights from the US eastern 
seaboard take less than two 
hours, and with the time differ- 
ence, only one hour is actually 
in the air. 

_The only other airline that 
flies to Bermuda is British Air- 
ways, but it has decided to cut 
its fights from four to two a 
week for the coming winter. 
Moreover, flying from London 
to Bermuda direct is expensive 
because of the high demand 
and limited supply of seats. 

BA’s decision to halve the 
number of Bermuda flights has 
angered many Bermudians. 
Though another European air- 
line may open up a route to the 

there are no firm plans 

at the moment. That means 
buve ta arungn ial plata 4 
arrange ‘0 

fit around BA's limited sched- 


which travel from various - 
ie te Hamill 
Of the island's main hotels, 
the biggest and best-known is 


the Southampton Princess, 
whieh overlooks the Blasts 


and a heal i : 

A short ferry trip away, its 
sister hotel, the 450-room Prin- 
cess in Hamilton, can also 
accommodate large business 


groups, and its biggest area 
ean take up to 1,000 people. 
The leisure amenities of the 
Southampton hotel are avail: 
able to ail guests, but the big- 
gest ing-point for the busi- 
ness visitor is that the 
Hamilton Princess is only a 
few minutes’ walk from the 
centre of the island's capital, 

The Elbow Beach on the 
south shore is another big 
hotel, and after a major over- 
haul and extensive rebuilding 
planned for this winter, it will 
have a 20,000 sq ft convention 
centre. Other big hotels which 
can take business groups 
include the Sonesta the 
Marriott at Castle Harbour and 
the Belmont Hotel. A new 
large luxury hotel, which 
starts building later this year 
for the US group Ritz-Cariton, 
will have capacity for up to 
1,200 convention guests, is due 
to open in the spring of 1994. 

For individual business visi- 
tors or smaller meetings, there 
are plenty of smaller, more 
intimate hotels. Among the 
best are the Newstead (a short, 
ferry ride across the harbour to 
Hamilton), the Glencoe Har- 
bour Club, the Fourways Inn, 
the Palm Reef Hotel, and a bit 
farther away but in splendid 
seclusion, the Lantana and the 
Cambridge Beach. 

for the business executive 
planning a longer stay in Ber- 
muda, plenty of support is 
available from a large commu- 
nity of professional service pro- 


viders. are three main 
banks on the Island, a host of 
law firms, 3800 chartered 
accountants including repre- 
sentatives from the big six 
accountancy firms, scores of 
auditors and many computer 


portant companies 
are represented by the Ber- 
muda International Business 
Association. 


Communications links 
between Bermuda and the rest 
of the world are excellent, 
thanks to Cable & , the 
UK group with the exclusive 
responsibility for connecting 
the island to international tele- 


vided to business (and residen- 
tial) users include reliable 
international telephone lines, 
telex, International Data 

i which allows 


Access 
subscribers in Bermuda to 


. access -compnuter data bases: 


overseas, electronic mail, inter- 
national leased circuits (these 
provide private, dedicated lines 
of communication for custom- 


é telegram service. 
The biggest developments in 
communications in the past 
two years have been the 
arrival of PTAT (Private Trans- 
atlantic Telephone), a fibre 
optic submarine cable that 
links Bermuda with the UK, 
the US and Ireland, and 
CARAC, another fibre optic 
cable on the seabed that runs 
to Tortola and the British Vir- 
gin Islands to the south of Ber- 
muda. The cables provide 
much more capacity, a clearer 
line (no echoes or time delays) 
for callers to and from Ber- 
muda, and reliability. 


Patrick Harverson 


FOR ADVERTISING INFORMATION CONTACT SRIAN KELAART 
071-873-3266 
FOR EDITORIAL INFORMATION CONTACT RHYS DAVID 
071-873-4090 














Management Services 
in the most beautiful location 
in the world. Bermuda. 


Yes, Bermuda is a lovely place, but it is also a business 
community composed of some of the most successful offshore 


conapanies in the world. Companies thet sresuccessfal because 
of Bermuda's mique advantages. 
Many of these companies could not be as effectivewithout Fasrway's 
management [o the provisida of folly serviced olfice space. 
Call Kevin Taylor on (809) 292-8822. 
Be will be delighted to discuss how Fairway might (it into 
your particn lor busmess operation. 
Please contact us and let ns explain. 
Fairway Management (Bermuda) Ltd. 
; Contact: Kevin Taylor 
Gibbons Building, 10 Queen Street, Hamilton, Bermmda 
Tel: 809.292.8822 Fax: 809.292.6140 




















THE contribution made by 
international companies to 
Bermuda’s economy is as 
important to the island’s 
welfare as the income derived 
from its main industry, 
tourism. 

Bermuda cannot afford to let 
either slip inte permanent 
decline, 30 while tourism 
revenue has shrunk in the past 
year because of the US reces- 
sion, the island's government 
has focused its energy on 
ensuring Bermuda remains an 
attractive location for 
international companies and 
on boosting the contributions 
made by the business sector. 

One important step taken by 
the government to that end 
was the abolition last year of 
stamp duties, which had 
previously been paid by all 
exempted companies, ie foreign 
concerns incorporated on the 
island and not subject to the 60 
per cent Bermuda-ownership 
requirement, but which can 





Stamp duties may 
have kept some larger 
businesses away 





conduct business only 
overseas, not within Bermuda. 

The government chose 
abolition after it found that 
stamp duties on capital — 
levied both at the time of 
incorporation and on occasions 
when capital was increased — 
were not only unpopular, but 
may have been keeping some 


Patrick Harverson on overseas companies in the economy tian two hours away by sir 
Ee ee ee fg eee away. Bermuda is one hour 
ahead of the US, and four to 


Welcome mat for foreigners 


parliament last year: 
“Although some companies are 
prepared to pay substantial 
sums to incorporate in 
Bermuda, it is clear that many 
are not. For example, the 
stamp duty cost of incorporat- 
ing a company with $100m of 
capital is $250,000. There are 
few shareholders who will 
uccept a cost of that magni- 
tude.” 

Other types of stamp duty 
were also proving a ni 
to foreign companies, and the 
fovernment felt that the best 
answer was to abolish stamp 
duties outright. However, as is 
the way with all governments, 
what Bermuda gave with one 
hand, it took away with 
another. 

Also announced in the bud- 
get was a rise in the hospital 
levy (a tax that pays for the 
island's hospital), and for the 
first time, the levying of an 
employment tax on interna- 
tional companies. tax is 
currently 1 per cent of pay- 
roljs, but will rise by a percent- 
age point eavh year until it 
reaches its ceiling of 5 per cent. 

The government also 
changed the structure of its 
company fee schedule to make 
it more progressive, so that 











companies which do business 


; on both sides of the Atlantic. 
annual fee of $4,800, companies ence in Bermuda employed The most common complaint 
capitalised at §1.2m to $l2m Companies on register § 1.271 local residents, about Bermuda is that it is a 
pay $6,400, and those with capi: -————-—-___———__ them $52m in salaries (this costly country to work and live 
tal of more than $12m pay [ntemationaicompanies = = averages out at over $40,000an in. High salaries and 
$8,000. For the 96 per cent of 7000 “3-24. ais "ume employee, which exemptions from most , 
companies that are registered tell altar ule” ~~ Why Bermuda has of the however, make it worthwhile 
in Bermuda but do not have 6000.3" --" highest rates of Income per foreigners to put up with 
physical presence on the ve head in the world). Total the expense of living on the 
island, company fees are the 5000 . business revenue, inciuding 
only payment required by the 49.4:.. effects of spending Corporate and personal 
government. oe by overseas firms, was $939m, investment holding co: 

Although the budget go" ing income of $421m. make up the largest t 
changes were intended to ease : Since the total gross of overseas firms, but few have 
the burden of costs on interna- 2999 of offices on Bermuda or employ 


tional companies and make 
sure they did not receive 
unfair treatment compared to 
domestic firms, the govern- 





in 1989 was §$1.5bn, the 


;. importance of international 


companies and the business 
they bring to the island cannot 





ment made 4 concession for of insurers registered in | 
insurance companies, which Foreign companies locate in wrote $12bn worth of insurance 
gees eens pe gia t expects the LL enced al 

orms because of their . . 
size and the nature of their tax reforms to bring in an have changed little over the The industry with the 
business. Special relief was extra $24m in the current tax years. In no i : biggest presence on 
gran to insurance firms ing to a study of Bermuda is attractive because the island is insurance 
when the annual insurance the Bermuda economy whichit there are no taxes on profits or 
business fee was halved, from commissioned last year, income on the eee 


$2,000 to $1,000. 


international 


business in 1989, and owned 


Mr Saul acknowledged that govermment $19m in taxes, maintain a financial $44.5bn in assets. 
the budget changes did not duties, fees, levies and licences reputation, but flexible and After insurance, the next 
meet with universal approval in 1989. The data showed that unbureaucratic enough to biggest contingent is the 


among members of the busi- 
ness community, that the 
introduction of an employment 
tax for foreign co ies was 
strongly resisted. Yet, it is 
unlikely that the government 


the 6,776 international compa- 
nies i on the island 
spent $314m in Bermuda, of 
which more than half was 

es. 


spent by insurance compani! 
In September 1991 there were 


leave companies free to 
concentrate on their business. 

Political stability is an 
important factor, as is the 
quality of the infrastructure 
provided by the island’s banks, 


commercial 
followed by shipping, 








away. larger companies pay larger would have introduced the some 7,400 international com- accountants, lawyers and resources, and among the big 
As Mr David Saul, the fees. Under the new system, changes if it thought they panies registeredontheisland investment managers. names that run offices in 
minister of finance, explained companies with capital of would lead to an exodus, how- In 1989, the 270 international Telecommunication links are Hamilton are Shell, Chevron 
in his budget statement to $120,000 to $1.2m pay a flat ever small, of overseas firms firms that had a physical pres- excellent, and the US is less and Alcan. 
“TI need than a Bank 
need more a er. 
6 @ e 799 
What I need 1s financial advice! 
i “Today, there are plenty of 
financial alternatives. The 
problem is knowing what's 
available and how to put 
your options to work. :, 
That's where The Bank of 
Butterfield really makes a 
difference. 
Whether it is developing a 
package priced letter of 
credit for my business, or 
exploring creative 
investment strategies to 
eee meet my personal 
requirements... their 
meme the scope I need". 
For more information about 
our services contact the 
International Department at 
(809) 295-1111. 
Roger Gillett, Senior Vice President, - 
Johnson & Higgins (Bermuda) Limited 
THE BANK OF 
BUTTERFIELD fin 
Lessee) Dates OO 4 P sk tah prc ype b ! 
; ice and Gigi Barit. W 
The Bank of N.T. Butterfield & Son Ltd. 
65 Front Sireet, Hamilton, Bermuda. 
BERMUDA GRAND CAYMAN GUERNSEY HONG KONG UNITED KINGDOM 
See eee Nicholas J. Duggan, FCIB Graham C. Brooks, ACIB Hamish B, Macpherson, ACA lan R. de Leschery, OBE 
‘or M. r : Alanesing Director vag Direct Mansoine Direct ie 
(809) 295-1111 (809) 949-7055 (0481) 711521 (852) 868-1010 (071) 814-8800 
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on the island 
» When &2 captives 


headline figure of new 
ve formations, however, 
not tell the whole story. 
@ number of net formations 


: inypo 
this year 2} Bermuda captives 
have been shut - primarily 
because they had outlived their 
natural life and insurance 
costs in the commercial mar- 
ket were more competitive, 
than because they had 
Proved a serious drain on their 
Parent company's resources. 

The net gain of 11 captives 
for Bermuda takes the total 
number registered on the 

to 1.323, which compares 
with 1312 in 1990 and 1,314 in 
1969. If the pattern of the first 
six is maintained for 
the rest of this year a three- 
year streak of net declines in 
the total number of captives on 
Bermuda ~ home to half of the 
world’s 2.600-odd captives - 
will be broken. 

This is significant because 
for the past few years captive 
insurance business on the 
established domiciles -— Ber- 


gf 
i 


ane 


muda, the Cayman Isiands, 
Barbados and the Bahamas — 
has been standing still, while 
the younger domiciles in 
Europe and the US have been 
forging ahead. Leading the bat- 
tle against Bermuda and its 
Caribbean neighbours has been 
Luxembourg (a net increase of 
53 new captives last year), Ver- 
mont (34), the Isle of Man (28), 
Dublin (23), and Guernsey (15). 
Vermont, well-established as 
the main US onshore domicile 
and offering a sympathetic reg- 
ulatory climate and an afforda- 
bie premium a coches oe 
proved a tough com for 
Bermuda, which has tradition- 
ally been the domicile of choice 
for US corporations seeking to 
set up a captive. As for the 
European locations, especially 
fast-growing Dublin and Lax- 
embourg, they offer favourable 
tax regimes that are attractive 
to European and Japanese 
companies seeking to take 
advantage of the business 
opportunities created by the 
single European market. 
Bermuda, however, is fight- 
ing back, aided by a perception 


ket may be on the verge of 
turning. (Traditionally, compa- 
nies set up captives when 
imsurance rates in the commer- 
cial market are prohibitively 
high, while captives are a less 
popular form of risk manage- 
ment when insurance rates are 
low, or soft.) 

Although evidence that pre- 
miums are beginning the long 
climb upward is sparse, US 


Patrick Harverson on a good year for the insurance indusiry 





which have recently 
established captives in Ber- 
hoping to have 
programmes in place ready for 
the return of higher rates and 
a hostile insurance market. 
Companies that have 
recently formed captives, or 





Insurance market 
$ billion — bate 
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which are thinking of 

captives, however, may have 
been more influenced by three 
recent decisions in US courts 


of the Internal Revenue Ser- 
vice (RS) on tax deductibility 
and captives. 


The Sears, Harper and 
Amerco decisions were handed 
down on January 24 this year 
when the US Tax Court 
rejected the IRS's theory that 
captives are part of an “eco- 
nomic family”. The IRS had 
argued that captive parents 
cannot deduct as expenses pre- 
miums paid to its captive, 
because the parent still retains 
the financial consequences of 
its own risks. 

This was the first time the 
Tax Court had allowed for pre- 
mium deductibility and it was 
a victory for captives in their 
long-running battle against the 
IRS to add to the 1989 jude- 
ment by a US appeal court that 
allowed hospital! chain 
Humana to deduct premiums 
paid by its subsidiaries to the 
parent's captive. 

The IRS has yet to appeal 
either Humana or the three 
1991 decisions, which suggests 
it may have conceded defeat on 
the deductibility issue. Captive 
managers in Bermuda, how- 
ever, are being cautious about 
the court judgments and what 
the longer-term response will 
be from the IRS, which has 
always taken a hostiJe stance 
on the issue of how captive 
insurance i is taxed. 


Mr Roger Gillett, senior vice 
president at Johnson & Higgins 
(Bermuda), the island’s biggest 
captive management company, 
would like to see more cases 
decided in captive owners’ 
favour and some precedents 
established before claiming vic- 
tory over the tax authorities. 


late against the decisions. 

But Mr Andrew Carr of 
another Bermuda captive man- 
ager, Marsh & McLennan, 
expected the court judgments 
to create a bigger stir. “I'm snr- 
prised more captives have not 
been formed to take advantese 
of the Humana decision,” he 


says. 

While these decisions hare 
brightened the outlook for Ber- 
muda's captive community, the 
attack by US legislators on 
fronting arrangements contin- 
ues to cast a cloud. 

Such arrangements (wher 2 
US company that owns a cap- 
tive buys insurance from a 
licensed commercial US 
insurer, which then reinsures 
the risk offshore with that 
company’s captive) are widely 
used by Bermuda's captives. 

The National Association of 
Insurance Commissioners 


Attracting the captives 


GVAIC) in the US, however, is 
concerned that fronting could 

i to insurance insol- 
vencies, and wants to prevent 
Heensed US imsurers from 
ceding risk to unlicensed insur- 
ers Via fronting programmes. It 
originally proposed 2 law to 
ban fronting outright, but 
under pressure from US risk 
managers, insurers and bro- 
kers, it watered its pro- 
posed restrictions, though it 


Captive managers are 
worried that if the 
hardliners get their 
way, the restrictions 
could kill the use of 
fronting altogether 
alee EE eee 
still plans to impose tougner 
reporting requirements on cap- 
fives used im fronting arrange- 

merts. 

Alchough Bermuda's captive 
managers are mot opposed in 
principle to stricter reporting 
Standards, they are worried 
that if the hardliners on the 
NAIC have their way, the 
restrictions will De sq demand- 
ing as to ili she use of front- 


One of Bermuda’s most 
active users of fronting 
ments is The Insurance 
Profit Center (IPC), a captive 
management company which 
rents captives out to corpora- 
tions that would like to self-in- 
sure but do not want to com- 
mit capital and management 
energy to their own captive. 
IPC owns Legion Insurance, 
a Pittsburgh-based insurer 
which provides the source of 
fronting arrangements, and Mr 
Robert Mulderig, president of 
IPC, says he would be comfort- 
able with tougher reporting 
and financiat requirements. 
However, he beatae eee 
ing anything attempt: 
prohibit [fronting] outright 
would not be an intelligent 
approach, and it would make 
no sense to interfere with the 
legitimate use by captives.” 
IPC has recently opened a 
captive management office in 
Dublin, 2 sign that Bermuda's 
captive community does not 
want to give up business to 
compete domiciles without a 
fight. The island's biggest cap- 
tive managers such as Marsh & 
McLennan and Johnson & Hig- 
gins have also located offices 
in other domiciles, while still 
ranning all captive business 
from Bermuda. 


One of the two big excess-lia- 
bility insurers on Bermuda has 
also dipped its toes into inter- 
national waters. Last October 
XL opened a Dublin-based sub- 
Sidiary aimed at capitalising on 
the favourable tax treatment 
offered to companies 


; the Irish capital. Its main 
oe ACE, has not yet decided 
to branch out into Europe. but 
has increased its marketing 
activities on the continent. 

XL bas cut a new path for 
itself in the past year; in March 
it decided to float its shares on 
the New York Stock Exchange 
after its shareholders, many of 
whom set up the company i 
1986 during a severe ability 
insurance shortage, voted to 
take the holding company. 
Exel Ltd, public. 

ACE and XL were set up 
because of the mid-1580s liabil- 
ity crisis, and since liability 
insurance rates have softened 
and cover has become more 
available, the two Bermuda 
companies have struggled to 
maintain me a they 
enjo: in the ew years 
er lives. For ACE and XL, 
Europe could provide the 
growth opportunities to offset 
stagnating domestic business. 

One of the most commonty 
voiced criticisms of Bermuda is 
the high costs of operating a 
business from the island. in 2 
move to ease the cost burden, 
the government abolished 
stamp duties this year. The 
abolition should help attract 
more big captives ta Bermuda 
(stamp duties hit big compa 
nies hardest and may ae 
kept some large corporations 
away), although some of that 
money was clawed back when 
extra taxes were imposed ou 
international companies in the 
form of a rise in the hospital 
levy. 





SHOULD THE Bermuda Stock 
Exchange stop. playing 
ping-pong and start entering a 
giobal business? 

Every Tuesday, the weekly 
session of the exchange 
commences with a bizarre cere- 
mony involving the three 
banks which run the market - 
the Bank of Bermuda, the 
Bank of N.T. Butterfield and 
Bermuda Commercial Bank, 
Three numbered ping-pong 
balls are drawn by representz- 
tives of each bank so as to 
establish the order in which 
they make their bids that par- 
ticular week. 

it is scarcely a dynamic 
market. The index has ranged 
sluggishly between 680 and 730 
this year. Some 19 Bermudian 
companies are listed, with 
nearly 30 issues in all, includ- 


THE STOCK EXCHANGE 


Ping-pong in a sluggish market 


ing preferred stock and bonds. 
Total market capitalisation is 
some $550m, with a handful of 
bigger stocks dominating the 
list, notably the banks of Ber- 
muda and Butterfield, Ber- 
muda Electric Light and Ber- 
muda Telephone. 


There may be a 
chance to 
shake free from this 
backwoods image 





But is there a chance to 
shake free from this back- 
woods image and set up a mod- 
ern electronic market that 
could develop an international 
business? idea is taken 
seriously by Mr Malcolm Wil- 
liams, general manager of the 





re gS 


“_. When the planets 

In evil mixture to disorder 
wander, 

MWhat plagues... what 


mutiny! 


William Shakespeare 


(1564-16165) 





Bermuda Monetary Authority. 
He points out that, for a start. 
some 100 Hong Kong compa- 
nies have set up holding com- 
panies in Bermuda. 

“One would imagine that 
there might be some 
interest if Bermuda provided a 
framework which provided for 
internationalisation of the 
stock .” he says. “A 
structure might be put into 
place to enable enhancement 
to international standards. It 
deserves to be looked at.” 

One local enthusiast is 
an te American stack- 
broker, Mr Joseph Taussig, 
who was one of the founders of 
the Instinet electronic trading 
system now owned by Reuters. 
He is setting up an indepen- 
dent stockbroking firm — only 
the second or third in the 


9100M 


General 


worldwide basis, 


excess liability underwriters with 
group assets of over $2 billion. We 
large 
corporations, particulacly those with 
substantial U.S. exposures. What sets 
us apart is our substantial capital 


dedicated to specialist product lines. 


cater to 


Ki. 


Offering Certainty 
Continuity and 
Stability at a time 
of major change 


Excess coverage for: 


Directors and Officers 
Professional Indemnity 


The X.L. Insurance Group, through 
its subsidiary X_L. 
offers a unique product to the entire 
European market...a product designed 
by buyers and tailored for large 
liability risks. Operating on a 


Liability 


Europe Insurance, 


we are dedicated 


multinational 








island — called First Bermuda 
Securities and, to begin with, 
he sees a need to improve the 
local market for Bermudian 
stock 


Ks. 

Looking ahead, however, he 
argues that an international 
Bermuda stock market could 
hope to exploit various niches. 
It could become a shadow 
Hong Kong exchange, for 
instance, in the run-up to the 
1997 transfer of sovereignty 
to China, and elsewhere Ber- 
muda could develop a kind of 
inter-dealer broking function 
for oe mor European and US 


mar 

Some in Bermuda point to 
the Bourse in Luxembourg as 
providing an example of the 
kind of speci market which 
it might be possible to estab- 
lish in the middle of the Atlan- 


GLOBAL EXCESS 
LIABILITY COVE 


GE 


X.L. EUROPE IS AN AUTHORISED INSURER WITH A EUROPEAN FOCUS. 


x 





EUROPE 
INSURANCE 


X.L. Eorope Insurance, Heritage Home, 23 Se. Stephen's Green,Dublin 2. TRELAND Telephone: (353-1) 768666 Fax: (353-1) 766105 
XL fnsurance Company Lid., Cumberland House, One Victoui Street, P.O. Box HIM 2245, Hamilton HM JX Bermuda Telephone: (809) 292 8515 Fax: (809) 292 8616 


tic without the bene&t of any 
economic hinterland. 
Obviously, Bermuda word 


Barry Riley looks at the professions 


| Dearth of local skills 


‘ WANTED: SEVERAL hundred 


be able to offer tax-free ceal- . 


ing, and it could arrange its 
Teporting and disclosure 
requirements so as to he 
attractive, although this would 


It could become a 
shadow Hong Keng 
exchange in the 
run-up to 1997 


Le ll 
have to be done with discretion 
if the New York or London 
markets were not to fee! that 
their rulebooks were being 
undermined. 

Doubters can point to an 
unhelpful precedent. Several 
years ago, an attempt was 
made to set up an electronic 
market in commodity futures 
contracts in- Bermuda, called 
index. That initiative failed. 

But Mr Taussig has 
ambitions. “If securities trad- 
ers here look at the inferna- 
tional marketplace and there 
are anomalies, they may be 
able to facilitate the market,” 
he says. 

For the time being, however, 
they are still drawing ping- 
pong balis out of a hat on 
Tuesday mornings in Bermuda. 


Barry Riley 


Bermudian accountants. 
Urging young Bermudians to 
go imto tne profession last 
month, Sir Dudley Cattine 


chairman of the public rela- 


i Gous committee of the Insti- 
, tute of Chartered Accountants 
- Gf Bermuda, insisted that che 
_ Cammen concervion of accoun- 
‘ tance 2s dei and boring was 
' “tust mot true”. Lest month. 
: However, oniy seven students 


sat the Fnai exams set by the 


‘ Canadian institrte to which 


’ three or four can be expect 


whe ICAB is efitilated. 

On sypicel pass rates, rust 
to Save cualified when the 
Tesuits cOme out. which is not 


‘ mccs for an institute with a 


SS es ee ne | 


imembershin of some +50. 
Though Mr Cottingham 
deplored the “alarming dearth” 
of Bermudiens in accountancy, 
that does not mean that Ber- 
muda is starved of financial 
skills. Quite the reverse, 
because all the big interna- 
tional accounting firms are 
represented and there are sev- 
eral small loca} firms, too. But 
only about 90 members of the 
institute are Bermudian, which 
means that local recruitment 
and training have seriously 
failed to keep up with the 
demands of the fast-growing 
international business sector. 
“It will be way down the 
road, if ever, that we shall not 
need overseas chartered 


accountants to come in,” says 
Mr John Gilbert, ; to 
the institute. Only 8 per cent of 
members qualified in Bermuda, 
compared with 40 per cent in 
Canada and 36 per cent in the 
UK (there are comparatively 
few Americans). 

The toughness of the qualifi- 
cation may have something to 
do with it. Including a degree 
course, it takes at least six 
years to become a professional 
accountant. In contrast, legal 
qualifications are generally 
thought to be a lot easier in 
Bermuda, and indeed the 
majority of the 160 lawyers are 
or Bermudian nationality. 
after a three-year law degree, 
the bar exams can be passed 
after another year, and then 
just another six-month period 
needs to be spent in a profes- 
sional firm for qualification. 

“There’s a good stream of 
young Bermudian lawyers 
coming through,” says Mr 
Frank Mutch, a partner in one 
of the two biggest firms, Con- 
yers, Dill & Pearman. The 


Butterfield respectively, but 
the profession has been open- 
ing up, with the establishment 
of a number of smaller firms 
and these days the banks 
employ a broader spread of 
legal assistance. 


The number of lawyers in 
public practice has more than 
doubled in the past decade. 
Most target the lucrative inter- 
national corporate business, 
and expertise is regarded as 
generally high in most areas 
although Bermudian lawrers 
cannot be expected to be 

j experienced in tax or 
the most specialised. technical 
ee of as law. 

is a relatively open profes- 
sion —. Commonwealth qualifi- 
cations are accepted, in the 
absence of a Bermudian law 
school - and, given the basic 
framework of law, it is possible 
for an English QC to be 
brought in when it is not possi- 
ble to 
cial disputes | 3 . 

Lawyers, accountants and 
bankers come together in the 


Bermuda International Busi- . 


ness Association to promote 
common interests. BIBA works 
closely with the minister of 


finance in developing new leg- 
islation, for instance fhe ae 
trust law. 

The larger professional firms 
and the banks all have strong 
links with other offshore juris- 


dictions in the Caribbean, 
Europe and south-east: Asia, 
making it possible for the pro- 


fessional community to keep. - 


ere strongly placed in 
W. is an increasingly com- 
petitive and fast-moving global 
offshore marketplace. 





THE PAST year has been a 
busy one for Bermuda's rein- 
surance community. A new- 
comer entered the market last 
year in the form of InterOcean 
Re, and a well-known local 
player, Centre Re, was bought 
by a giant Swiss reinsurer 
from a US investment bank 
this year, and then joined 

ai canpane: Pinmace ie, 
muda company, Pi Re, 
last month. 

The biggest news was 
undoubtedly September's 
$63.7m acquisition of Pinnacle 
Re by Centre Re, Bermuda's 
biggest reinsurer with $L3bn 
of assets and majority-owned 
by Zurich Reinsurance since it 


US bank, earlier this year. 

The deal followed three 
months of negotiations 
between Centre and Pinnacle’s 
former owners, UK broking 
group C. E. Heath. Heath 
lacked the muscle to 
build Pinnacle into a major 
player in the niche financial 
bean ein ener ete ae 
been looking a buyer for 
Pinnacle for some time. 

By contrast, Centre Re, 
backed by the financial might 
of Zurich Re, one of the world’s 
largest reinsurance groups 
with a $34bn balance sheet, 


REINSURANCE 


Big deals In 
a busy year 


as an obvious fit. 

Arranging the Pinnacle deal 
was not easy. The main obsta- 
cle was the outstanding 
multi-million dollar lawsuit 
filed against it by the joint liq- 
uidators of Mentor Insurance, 
the Bermuda captive of the 
Ocean Drilling and Exploration 
Corporation (Odeco) which col- 
lapsed in 1985 with liabilities of 
just under Stbn. Pinnacle had 


cial reinsurance 
for Mentor, and the US liquida- 
tors of Mentor filed suit 


against Pinnacle. 

Although the settlement of 
the litigation - the terms of 
which were not disclosed — 
came as a relief to Mr Bruce 
Swann, Pinnacle's chairman, 
he was disappointed at not get- 
ting the chance to clear the 
company’s name in court. 

Once the litigation was set- 
tled, Pinnacle and Centre 
sorted out the details of the 
deal relatively rapidly. Under 
the arrangement, which should 
be approved by Heath's share- 
holders this month, Centre Re 
will take over Pinnacle’s book 


of business and staff while Ver- 
tex, a newly formed holding 
company owned by Pinnacle’s 
management, will buy Pinna- 
cle's shares for $63.7m. Pinna- 


new outiit, treLine, as a 
subsidiary of Centre Re. 


agement of Mr Swann and his 
team, will then take on all of 
Centre Re’s time and distance 


on 
paid and the money the 
surer makes from investing 
that premium), and add it to 
$155mn, primarily financial rein- 
surance for Lloyd’s of London 
. It will initially be 
capitalised at around $50m, 
and should become the largest 
single reinsurer of Lloyd's. 
The birth of CentreLine will 
add more weight to Bermuda's 
already hefty reinsurance 
industry. Before the Pinnacle- 


Centre deal, seven financial 
reinsurers on the island at 
year-end 1990 had combined 
capital and surplus of about 
oe and more than $3.4bn in 


The newest reinsurer in Ber- 
muda is Inter-Ocean Re, owned 
American Re of New York 
and 10 other international com- 
panies from across the globe. It 
was set up last October with 
an initial $25m of capital, 
which the owners have pledged 
to increase up to $100m. Inter- 
Ocean will provide financial 
reinsurance for its owners, and 
for other insurance companies, 
captives and big international 
corporations. 

Another newcome: 
Drake Underwriting Manage. 
ment (Bermuda), established in 
September last year after Mr 
Jonathan Crawley jumped ship 
from Aneco Reinsurance ‘to set 
capital from UK underwritin 
group Sphere Drake, a ner 
company i eg 

and reinsuring small and 
medium-sized captives and 
entities, such as risk 
fund. rent eeu 
itable trusts. © es and char- 

ast four months 

1990 Sphere Drake’ wrote S70, 
worth of business, and Mr 
Crawley estimates that it will 
#25m in premiums for the 


Patrick Harverson 








REinsurance 


handle major commer- . 


ris Sphere” 
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- Native banks’ domination threatened 


‘Quick fix’ attacked Opening for international banks 


“THE GOVERNMENT 


seeking 7 


secs ok ee for the 
understand what thes. ra 
cing.” So says the controver- 
sial Donald Lines, president 


and chief executive officer of 


the Bank of Bermuda. 
_Depending on your point of 
view, Mr Lines is either the 


These trust companies would 
not actually get banking 
Hcences, so that the local 
a stranglehold on. epecitenke 
as on t-tak- 
ing and business. How- 


. Hi 
- ever, the domestic market 


be of little interest to 


i! domination. 


In fact two or three new 

I licences were j 
in the late 1960s, but only Ber- 
muda Commercial Bank, in 
which Barclays has a minority 
supplies 


Management under contract, 
remains in business indepen- 
dently. Even so it has been 

ing — recording a net 
loss of $1.6m in 1980 — and has 
largely pulled out of retail 
banking to concentrate on cor- 
porate and trust activities. 
Assets were $420bn at 


man on Sec- 


i a Barclays 
ondment, should enthuse 


about the scope for opening up 
the Bermudian banking sector. 


“Huge amounts of business. 
go elsewhere because there are - 


Mr Richard Francis points out 
He says exempt companies in 
Bermuda have over $60bn of 
assets, but foreign currency 
deposits in the island are only 


eee _— 2 a 

overseas. He points ou 

that although there may be 

only three banks licensed in 

Bermuda at any time, there are 

several more in hotel rooms 
as 


in seeing what the 
think they wil! receive back by 
ing external com 


ager in SHOTEe of the trust 


Still, the implications for 
operations could be 
positive, he thinks. “We are 
going to see some very good 
opportunities in the next cou- 
ple of years.” 
_ Butterfield raised its net 
income from operations from 
$19.4m to $21.1m in the year to 
June, and its balance sheet 


in net income to $27.5m for the 
same period, and its total 
assets $5.8bn. Bank of 
Bermuda is larger in its corpo- 
rate and offshore eco 


len a march over its bigger 
rival by obtaining a branch 
banking licence in London, 
where its upgraded City opera- 
tion ~ including the stock- 
broking firm Seymour Pierce 
- is due to be functioning 


Although the Bank of England 
was initially welcoming, it 
then changed tack and ruled 
that the lack of local supervi- 


sion in Bermuda disqualified 
the Bermudian banks from full 
recognition in the UK. 
Butterfield’s subsequent 
admission to London this sum- 
mer reflects the recent beef- 
ing-up of regulation in Ber- 
muda. Mr Maleolm Williams, 


install a structure of banking 
place Mae ander subse- 
quently been appo as fen: 
eral amp ai of the Bermuda 


ority. 
The BMA has been given the 
powers to regulate and inspect, 


the BMA can now give the nec- 
essary comfort to the Bank of 
" says Mr ; 

Meanwhile Bank of Bermuda 
has established branches in 
Luxembourg and New York, 
and plans to set up an opera- 
tion in Dublin’s International 
Financial Services Centre, 
which will give it access to 

Community markets. 
it has a representative office 
with 34 people in London. But, 
says Mr Lanes: “We have no 
present intention to set up a 
full branch in London. We 
rave our hands full at pres- 
en nm" 

Both Bank of Bermuda and 
Bank of Butterfield are niche 
banks in world terms, seeking 
te develop offshore networks in 


the Chan- 
nel Islands. Internationally 
they are in substance trust 
companies rai than banks, 
which has saved them from 

involvement in third 
world or international corpo- 
rate debt. 

Compared with its near $6bn 
of deposits, Bank of Bermuda 
has mutual funds wunder 
administration globaliy of 
$17.1bn, and this excludes pri- 
vate banking assets. 

Mr Lines points to the risks 
of going downmarket, and of 
undermining the reputation 
that has been laboriously built 
up for the territory over many 
years. “Our image as the pre- 
mium location for trust busi- 
mess could quickly be 
” warns. 


longer 
that what is good for the Bank 


of Bermuda is necessarily good 
for Bermuda. 


Barry Riley 


and law firms hope to obtain 
licences to set up offshore trust 
companies, This will represent 


trusts, but this is really practi- 
cable only in cases where there 
are individual relationships. 
For the purposes of interna- 
tional a corporate 
oo is regarded as cru- 


More radically and contro- 
versially, the eoverament | has 


ically be offshoots of major 
international banks. 
Mr David Saul, the finance 


OFFSHORE TRUSTS 


minister, talks about issuing 
six licences in 1992 and 
another six subsequently. “If 
they will bring business to Ber- 


tants and lawyers are pressing 





The finance minister 
talks about six 
licences in 1992 and 
six thereafter 


Se eee 
ahead. Cooper & Lines, for 
instance, which is the Ber- 
muda arm of Coopers & 
Lybrand, is setting up two 
companies. “Berm 


trust domicile,” says partner 
Mr Raymond Medeiros, 
although he thinks the poten- 
tial may be less in the case of a 
US resident. 

Mr Gregory Haycock of 


EPMG Peat Marwick is also 
Keen to exploit the new 

tunity. “Business is coming 
from clients that know Peat 
Marwick as an institution but 
don't know the Bank of Ber- 
muda or the Bank of Butter- 

” he says. 

But Mr Haycock is anxious 
that quality standards should 
be maintained. He expresses 
concern, for instance, about 
so-called asset protection 


trusts, which can be used to 
shield people from or 
even from ex-wives. “We don’t 
want that kind of * 
Views differ on this subject, 
however, Mrs Linda 


Whyte, partner in the law 
Milligan-Whyte & Smith, sug- 
gests on the contrary that 
“asset ion trusts 


protection are the 
way to go”. But she agrees that 
the decisions of overseas 
courts should be respected, 


Mr Frank Mutch is a partner 
in Convers, Dill & Pearman, 
one of the three law firms that 
already runs a trust company, 
and one that is therefore 
exposed to new competition. 
However, he expects that law- 
Bermuda 


yers n will all see 
the benefits of a growing 


The banks would be 
most vulnerable 
to a wave of 
poaching of staff 
ne ee Pe ea 
demand for various kinds of 
legal services from the new 


trust companies. 
His concern is over the 





“With faxes, val 


be provided 
overseas. The trend is for cli- 


ents to have already decided 
who they want to provide 
advice.” 


concern that the up of 
the offshore trust business 
over the next years 
will lead to a wave of 


go ahead. Already he has 
received discreet approaches 
from most of the major inter- 
national operators in the field. 
He thinks that, unlike the local 
accountants, who to 

w business 


Barry Riley 





MUTUAL FUNDS 


Hopes rise of rapid expansion 


AFTER A period of marking 

there are hopes that 
Bermuda’s offshore mutual 
fands industry will soon start 


to expand more rapidly. 
Already the size of existing 
fands has been bolstered by 
the strength of most major 
bond and equity markets over 
the past year, although new 
funds have been few and far 


between. 

Statistics are hard to come 
by, but there may be 
something like 200 mutual 

domiciled in the island. 
The biggest custodian, Bank of 
Bermuda, recently disclosed 
that it had mutual funds worth 
$5.2bn under administration in 
the territory, so the sector as 2 
whole could control invest- 
aa worth anything up to 


il 
Growth has been handi- 
however, by Ber- 
muda's virtual exclusion from 
the vast US market, and 
growing competition from 
European fund administration 
centres such as Luxembourg, 
the Channel Islands and more 


recently Dublin, where Bank of 
Bermuda is planning to set up 
a subsidiary. Luxembourg and 
Dublin are ai ive for funds 
which their promoters wish 
to sell in the European Com- 
munity. 

Three years ago Bermuda 
rushed through special 
measures in order to qualify as 
a “desi territory” ander 
the UK's Financial Services 
Act. This meant that 


Growth has been 
handicapped by 
virtual exclusion from 
the US market 
ae ee a Ce a ee 
Bermudian funds could obtain 
marketing rights in the UK, 
subject to compliance with cer- 
tain conditions. According to 
Mr David Saul, the finance 
minister, desi status was 
important “for the sake of Ber- 
However, Maanacinkiacis 

sine of % ao tee ta 


has obtained recognition from 
the UK regulator, the Securi 
ties and Investments Board, 
which means that it can be 


hopes 

that Bermudian fands will 
soon become more active. 
According to Mr Idwal Wyn 
financial secretary to 


Hughes, 

the ministry of finance, two 

other funds are about to be 
i im the UK. 

There have also been 
contacts with Japan, which 
only accepts overseas mutual 
funds from OECD member 
states, including offshore 
competitors such as Luxem- 
bourg and Ireland. After 
lengthy negotiations, Japan 
has agreed that Bermuda has 


status through the UK, 


Jersey and Guernsey have 
been declared eligible for 
marketing in Japan because 
the Channel Islands have a 
slightly different constitutional 


Bermuda is notable as the 
eee base of the Ds 
mui fands giant Fidelity - 
Mr Saul doubles as head of 
Fidelity International - 
several other international 


“You can see things 
more clearly if you 
are far away from 

the centre” 





Only the banks and one inde- 
pendent company actually 
in 


incl 
independent in question is 
Orbis, which arrived from 


in 
Geoffrey Gardner, a 
8 
of 


Mr 
investment manager, 
in in the 


as Bermuda. “You can see 
things more clearly if you are 
far away from the centre,” he 
Bays. 

Barry Riley 








ROWPONTERY 


JER. 


IN BERMUDA 


Rollins Burdick Hunter (Bermuda) Lid., provides captive management services for 
a wide range of single-owner and association insurance Companies. 


Rollins Burdick Hunter (Bermuda) Lid., has a strongly skilled team committed to 


providing the highest professio 


nal services in the areas of accounting, 


financial management, claims administration and risk evaluation. 





Rollins Burdick Hunter (Bermuda) Ltd. 
Cumberland House, One Victoria Street 
P.O. Box HM 2450, Hamilton HM JX, Bermuda 
Telephone (809) 295-2220. Telecopier (809) 292-0217. Telex 3374 ROLBH BA 





. ASPRENE, SEMI-TROPICAL ISLAND THAT 15 A 


WORLD APART. 


OVER SIX HUNDRED MILES FROM THE SOUTH- 
EASTERN SEABOARD OF AMERICA. 
OVER A THOUSAND MILES FROM THE PERHAPS 





Yer SEVENTH HEAVEN IS CLOSER THAN YOU 


IMAGINE. 


Betrish AiRWAYS FLY THERE NON-STOP IN LESS 


THAN SEVEN HOURS. 


TO WARM, FRIENDLY PEOPLE AND A HEAVENLY 
CHOICE OF PLACES TO STAY. FROM ELEGANT HOTELS TO 


For A COPY OF OUR LATEST BROCHURE JUST CALL 


071-734 8813 anytime. 


~ Bermuda 


BERMUDA TOURISM, 1 BATTERSEA CHURCH Roap, LONDON SW113LY. 
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Patrick Harverson on how the lifeblood of the local economy has been coping 


Tourism feels a chill from the US 


THEY USED to say that when 
the US economy caught a cold, 
European economies caught 
the flu. In Bermuda, where 
tourism is the lifeblood of the 
local economy and where more 
than four out of every five 


because 
so many of the island's visitors 
come from the north-east of 
the US, where the recession 
has been most severe. Always 
an ive place to visit at 
the best of times (even for 
well-off Americans), Bermuda 
has seen the number of 
US visitors drop as purse- 
have been 


in 
New York, Boston and 


Bermuda tourism was also 
hit by the Gulf war, though 
perhaps less so than other 
vacation spots favoured by 
American holidaymakers. Fear 
of terrorist attacks on US 
airlines, and the feeling that it 
was improper to go away on 
expensive foreign holidays 
when the nation's soldiers 
were fighting in the Middle 
East kept many Americans at 
home. 

The impact of the war on 
Bermuda, however, was 

use of its 
Proximity to the US (it lies 
only 568 miles east of North 
Carolina so it feels a safer, Jess 
faraway place for nervous 
Americans) and partly because 
of the political stability and 
igh level of security that the 
former British colony boasts. 

Although the worst of the 
shump in tourism is probably 
over (the US economy is 
coming out of recession and 
Americans’ fear of travelling 
abroad has abated) the effects 
will be felt on the island for 
some time to come. According 
to the most recent figures, the 
number of tourists who have 
visited Bermuda so far this 
year is down about 14 per cent 
from last year’s total of 517,318, 
which itself was down on 1989 
and well below the peak in 
1987 of over 631,000. 

The headline figure, 
however, can be misleading. 
About 13.5 per cent of the 
island's visitors arrive on 
cruise ships, stay for only a 
day or two, and spend 
relatively little money on local 


goods and services. Tourists 
who arrive by air are the ones 
that matter, but here the 
numbers are also down by 
almost 14 per cent. 

The majority of visitors by 
air are North American, 
middle-aged or older, and 2 
significant number are making 
return trips. The high repeat 
factor -— last year 42 per cent 
had been to the island before 
— provides a strong backbone 
to Bermuda's tourist industry. 
The warm weather, comfort- 
able lifestyle and safe streets 
attract older, wealthier visitors 





Retailers have been 
hit by the drop in 
tourists. Curbs on 

cruise ships in 

Bermuda’s harbours 

make matters worse 

Sea ee 


against the vagaries of fashion 
that afflict other holiday 
resorts. 

If the number of visitors to 
Bermuda has been declining 
steadily in recent years, so has 
the prosperity of its hotels. 
Troubled by high costs 
(hoteliers blame the unions for 

excessive Wage 
), intense competition 
and weakening demand, the 
island's hotels record one of 


making 
demands 


needed to meet new govern- 
ment-imposed quality stan- 
dards, after a poor summer 


g 
& 
E 
g 


ton. 

The ccs of = 
George site was 2 major draw- 
i Club Med and others, 


Bermudiana appears to 
have suffered from its proxim- 
ity to the more luxurious Prin- 
cess hotel across the road. 
Hamilton, it seems, was not big 
enough for both, although 
locals and the Bermuda minis- 
try of tourism argue that the 








1989 
Sources: Bermuda Hertz! ‘ 





Bermudiana last its way 
because its owner, Forte, the 


comm to i 
Although big hotels have 
closed and others are less than 
full, the Bermudian govern- 
ment granted permission 
for a new 400-room Ritz-Carl- 
ton on the south shore of the 
island. However, the new Ritz- 
Carlton will not add to the 
total of beds on Bermuda, 
which the government holds at 
10,000. 
While the hoteliers have suf- 
fered from the drop in tourists, 
so have Bermuda's shop- 
owners, who have also been 
hurt by a fall in domestic con- 
sumer spending. Moreover, the 
governmeni’s decision to cut 


the number of cruise ships 

allowed to dock in Bermuda’s 

harbours has made matters 

worse for the retailers. 
Ironically 


The reduction in 
ships, however, combined with 
the US and local recession, left 
shopowners (who had sup- 
ported the cuts) worney 


has been allowing an extra 
cruise ship or two inte the 
island to ease the retailers’ 


Of equal concern to the 
island, however, is British Ai:- 
ways’ decision to cut from four 


cost of flying to 
and from Bermuda and of 
Inaintainipg staff on the isiand 
for a decision which has lef a 
nasty taste in the mouth of 
some Bermudians, who feel BA 
has long abused its monopoiy 
position by charging excessive 
amounts for what are usually 
scarce seats. 

Mr Jim Woolridge, ‘he 
island's veteran tourism minis- 
ter, says he has been in telks 
with other European airlines 
abont flying to Bermuda, but 
at the moment nothing appears 
to be in the pipeline. If Virgin, 
or Lufthansa, say, Were pre- 
pared to fly to Bermuda, Mo 
Woolridge szys the UK govern- 
ment has indicated it would 
allow a rival to BA to open a 
route to the island. 

Attracting visiters from out- 
side the US and UK is an 
important part of Bermuda's 
fature. Aware of its over-reli- 
ance on North American tour- 
ism, the government has begrn 


Tourist haven: warm weather, cornfortabie lifestyle and safe streets ; act. Ns Reine sees 
to market the island's wares bean, where the sun shines pace’ of fife,:' 
more ageressively on the Euro- hotter all round the year, All of the above. makes Her 
pean continent (there are high where accommodation and m d popular with 
fopes of breaking into the Ger- flights are often and older tourists, 
man and Scandinavian mar- the local life more exotic, and the US. According to- thé 
kets} and in Japan, whose golf- where the beaches lock just as World Tourism Organization, 
mad tourists would find Ber- attractive in travel agents’ bro- people over 55. will oo 
=uuda’s rich fairways and  chures. 21 per cent of the US popule 
greens a dig draw. it has also ¥et, no one is suggesting tion to about 27-per cent by-the 
tried herd to sell the cooler that Bermuda as a tourist des- year 2010. Given that-8} per 
winter months, where the tem-  tination faces a crisis. Its fine cent of all visitors. by air to 
perature often averages a2 summer weather, beautiful Bermuda are over 5, the 
pleasant 70" Fahrenheit. pink beaches, warm blue seas, ing of America could prove 
Bermuda's problem, how- safe streets and ample sporting key to securing the future 
ever, is that it has to compete facilities remain a powerful prosperity of the. istens*s tour- 
with rival islands in the Cartb- lure to the traveller seeking a ist business. - - aie 
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he world can be an exciting place today. Or a 
threatening one. [t depends on your outlook. The 
Bank of Bermuda has a perspective born of almost 


400 years of the Island's history. It is an open, entre- 


preneurial and cosmopolitan viewpoint which we have 


shared with sophisticated individual and corporate 


clients from all over the globe, for more than a century. 


Throughout that century, the Bank’s financial 
services have always kept pace with the demands of 
international business. Now, when the value of risk- 


diversification has become indispurable, we offer clients 





L L 
Cayman Islands fi Guernsey #& Hong Kong 


the full complement of people, communication systems, 


services and locations it takes to succeed in a complex. 
often volatile, global marketplace. 


We have offices in the world’s leading offshore juris- 


dictions: Guernsey, Luxembourg, Hong Kong, Cayman, 


and the Isle of Man. These offices are supported by opera- 


tions in the 


financial centres of New York and London. 


They are linked — to Bermuda and to each other—by a 
communications system that allows them to act and react 


as one office. 


We see a wo ld 


Through this network, we provide full banking 
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WE Isle of Man HE London ME Luxembourg HE New Tork: 


services out of Bermuda plus three very epecialised 
services internationally. Our Private Banking division 
offers international clients a confidential and highly cus- 


tomised service managed by their personal administrator 


_ Our Corporaie Banking division gives multi- 
national corporations and the captive insurance industry 
the help and expertise they need to successfully set up 
and administer offshore companies in the most favour- 
able jurisdictions, as well as offering the banking and 
investnent support services they reauire. 

Our Corporate Trust division provides the interna- 
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tunity today. More than that, 
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tional investment funds industry with multi-jurisdictional- ree? = 
expertise and a rang Rese os 


of services designed eo 
agers effectively ad a: are ae 


minister such funds. fie eS 
Everything we do, in every corner of the world in «- Ca 
rate, is eeeercacd by the Warts, © te ie 
tyle of service chat is uniquely ours.” “2. 
At The Bank of Bermuda, we see a world of ae siaee 
Wwe are committed to putting -" 
that opportunity within every client's ae ee 
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